Dear Reader,
ET this month examines the Non-Banking Finance Companies (NBFC)
Sector's Role in India. NBFCs form an integral part of the Indian
financial system. Complementing the functions of their banking
counterparts, this segment plays a pivotal role in promoting the role of
financial inclusion. What makes them a perfect medium to address the
financial needs of their customers is their understanding of their
clients' profile, credit needs, and their ability to innovate and
customise products. Diversifying away from the basic lending
functions, this sector is also testing the waters from strategic
investments, private equity to debt funding.
The NBFC sector in India has undergone a significant transformation
over the past few years. More power to NBFCs as they step up their
game to address the needs of the unbanked population through
financial innovations and prompt provision of services especially to
niche segments. While the NBFC sector is challenged by their sheer complexity of business operations, lack of
transparency and the range of their business risks, policy reforms have helped overcome challenges and have
steered them on to compete on a level playing field with their banking counterparts.
In the Thinking Aloud segment, Jay highlights the untapped potential of the NBFC sector and the opportunities
that lie in fulfilling the elusive goal of financial inclusion. On the Podium, Deputy Managing Director of The
Muthoot Group, Alexander Muthoot describes the various challenges impacting the progress and the key drivers
for the growth of this sector.
We review an autobiography in the We Recommend section - The Z Factor by Subhash Chandra, who describes
himself as an unlikely media mogul. The book takes one through the journey of a man who not only re-invented
himself but also moved on to transform the face of the Indian media sector. In the Voices segment, activist
Krupali Bidaye and Abhina Aher shares their thoughts surrounding employability and livelihoods of the

transgender community.
In Figures of Speech, we have Vikram's toon who knows who to bank on!
As always, we value your opinion, so do let us know how you liked this issue. To visit our previous issues you can
visit the Resources section on the website or simply Click Here. You can also follow us on Facebook, Twitter,
LinkedIn & Google+ - where you can join our community to continue the dialogue with us!

The quest for financial inclusion in the Indian economy continues and by all accounts, it is likely to be a very long
journey.
While the big thrust has always been provided by banks - and primarily by the Public Sector Banks - the role of
NBFCs cannot be minimized at all. From time to time the government announces major schemes to drum up
support for its larger goals, and banks get into campaign mode for signing up new accounts. The Jan Dhan
campaign in the early days of the Modi government, when banks were compelled to go on overdrive to reach out
to the unbanked, is largely considered a success. Now that a new customer base has been brought on board, the
challenge to financial firms is to inculcate the habit of staying part of the formal financial economy rather than to
regress into the cash economy. The initiative of Direct Benefit Transfer (DBT) is the path that provides liquidity
for these new customers and can be the promising route for further interaction with the formal financial

economy.
The question now is who will lead the on-going interaction and stay engaged with this new customer who is
primarily at the bottom of the pyramid? The onus, as always, falls on the Public Sector Bank but this is where the
window of opportunity is often not utilized suitably. The potential of the customer can only be realized by
reaching out to him and offering him the benefits of being an active participant of the formal economy. The
benefits on offer could vary - from insurance (the government's recent schemes are a good start), credit for
consumer goodies, loans of various kinds, etc.
At a time when Public Sector Banks are under tremendous stress, it is a moot point whether these banks are up
to this task. Therefore, the situation is ripe for the non-banking financial firms to market their services. This
would require innovative ideas and well marshalled execution, and some of the firms in this sector have not been
found wanting in this regard.
Take the recent notes from the Reserve Bank of India. Their Financial Stability Report issued in June 2018
mentions that there are 11,402 NBFCs registered with them. Consequently, as of March 2018, the NBFC sector's
aggregate balance sheet size amounted to Rs 22.1 Trillion. Further, the Net Profit of the sector increased by
30.8% in 2017-18. All this at a time when RBI's reading is that 'stress in the banking sector continues as gross nonperforming advances (GNPA) ratio rises further'. They also noted that with increased provisioning, the
profitability of the scheduled commercial banks has also fallen. Consequently, this portends a graver and even
more worrisome message: the RBI assessment is that the overall stability of the Banking sector is under severe
stress (as is evident from the Banking Stability Indicator).
While public criticism of the government's handling of the financial sector ebbs and flows from time to time remember the crescendo of voices against de-monetization and GST rollout - in the current context it would be
relevant to heed the words of Ravi Venkatesan who stepped down recently from the Chairmanship of Bank of
Baroda:
"India needs fewer, better capitalized, and better run public sector banks...'. The challenges that he spoke about
included excessive government controls (which often made it tough to tackle loan defaulters) and the difficulty in
attracting talent to its fold.

Private NBFCs on the other hand do not suffer from such handicaps. With the brief of maximizing revenue and
profitability, they have the unfettered freedom to woo customers with attractive offers, chase down defaulters
(sometimes with strong arm methods which could well be flirting with legal niceties) and by constant innovation
in products, services and processes. Consider the huge success of gold loans in small towns which enables
consumers to unlock frozen capital into immediate cash flow for personal and commercial requirements. Another
vivid example is the variety of innovative consumer loans which NBFCs have widely offered and thereby provided
a huge fillip to the mobile and consumer electronics industries in India. A number of these consumer loans have
been made possible as NBFCs have been in the vanguard of using technology to process loans 'in minutes'. Slick
and appealing advertisements lure customers to the stores and the ease of customer service (through an army of
financial agents at the store) have triggered excellent returns for such brave firms who have ventured
aggressively.
NBFCs by definition also have flexibility to attempt new ideas. Unlike banks which operate in regimented
circumstances, NBFCs can play in a larger arena. Therefore, it is no surprise that they are the new players creating
models like Peer-to-Peer (P2P) lending platforms, infrastructure and commercial lending firms, etc. This new
drive has been fuelled by their bold use of technology (for instance, Aadhaar led e-KYC, processes using mobile
technology, digital loan agreements, rapid credit appraisal using data analytics and artificial intelligence, etc.) and
in some cases, smart marketing by focused approach and penetrating deeper in targeted regions. The other
aspect that cannot be ignored is that the NBFC sector has also been revitalised because of capital infusion from
new players. Private Equity has come into this sector and some of the older traditional players have struck
lucrative deals with new players who are now calling the shots (the best illustration perhaps is the Shriram
Finance case). Further, some of the older firms have also seen a change of guard with younger scions stepping
into decision making roles and thereby bringing into play new appetite for risk and growth.
This augurs well not just for the NBFC sector but is a step in the right direction to accelerate the race towards the
elusive goal of financial inclusion. Regrettably, this is being accompanied by the limp performance of the muchvaunted Public Sector Banks who are, to quote Ravi Venkatesan again, 'haemorrhage market share and capital'.
Therein lies the opportunity for NBFCs, of course!
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As a dynamic and young leader of The Muthoot Group, Alexander George Muthoot
has been intrumental in the growth and development of the Group across India and
abroad. He directly manages the entire business operations of the Group's North,
East and West India Operations with over 17 departments reporting into him.
Under his dynamic leadership and keen vision, the Group has enhanced its brand
visibility through innovative marketing strategies, expanded its branch network, and
implemented various IT initiatives that have benefited both customers and
employees. Engaging Amitabh Bachchan as the Group's Brand Ambassador,
partnering with Chennai Super Kings as the Principal Team Partner and
implementing a state of the art CRM have been some of his many key recent
accomplishments.
He is also the Vice Chairman of the Paul George Global School (PGGS) - a jewel in the crown of Muthoot Education
(the education division of the Muthoot Group). PGGS was his brainchild to ensure that his dear elder brother, Late
Shri Paul M George, continues to live on through the values of Courage, Compassion, Equality and Integrity that
he uniquely possessed. His tireless efforts have led to the making of the Paul George Global School which stands
tall as an epitome of holistic development and an edifice of modern infrastructural marvel.
An MBA graduate from Thunderbird University, Arizona (USA) and an advanced diploma holder in business
administration from Florida International University (USA), he is the youngest son of M. G. George Muthoot,
Chairman of the diversified Muthoot Group which has over 20 business divisions, 4,500+ branches pan India and
has a global presence across USA, UK, UAE, Central America and Sri Lanka.

ET: In your opinion, what is the role of the NBFCs in the Indian economy, particularly in the context of the
stated national objective of 'financial inclusion'?
AM: It is well-known that financial inclusion has always been a priority for all successive Governments. NBFCs
have always played a pivotal role in contributing towards this national cause. NBFCs promote inclusive growth by
serving the diverse financial needs of unbanked customers. They not only play a lead role in helping the
unbanked rural India climb the ladder of progress by bringing them into the ambit of banking but also often take
a lead role in providing innovative financial services to the Micro, Small and Medium Enterprises (MSMEs). They
also play a vital role in participating in the development of an economy by providing a boost to employment
generation, wealth creation, credit in rural segments, affordable housing projects and in supporting the
financially weaker sections of the society.
ET: What are the various challenges impacting the progress of the NBFC sector and what are the key drivers
for the growth of the NBFCs in India?
AM: I believe that one of the key challenges faced by most NBFCs is creating a strong sense of awareness
amongst people. NBFCs can also help them in a big way in meeting their credit demands. In other words,
sensitizing and educating consumers and people at large about NBFCs as a viable and readily available credit
option and the host of benefits associated with them. This is a journey that most NBFCs need to traverse. While
some progress has been made on this front, a lot more can still be achieved through this sensitizing exercise.
Secondly, creating awareness amongst consumers about preferring players from the organised sector viz-a-viz
unorganised sector. This is another uphill task for NBFCs to climb. Today, particularly unorganised players like
local moneylenders and pawnbrokers are quite widespread and dominant. Many such players operate at a very
high rate besides substantial risk involved of losing the collateral. Educating consumers, mainly from the rural
segments, about 'viable and reliable' lending options from organised market such as Muthoot Finance is a task
that we have begun and will continue to walk in the coming years.
Coming to the subject of key growth drivers that will fuel growth amongst NBFCs, I feel that the sheer number of
NBFCs operating in our country (extensive branch network) by itself gives a huge critical mass to them. Further,
the ability to understand local needs, high degree of responsiveness to growing consumer demand and most
importantly the increasing use of technology to deliver customer convenience are some of the other key levers

that can contribute to the growth of NBFCs in coming times.
For us at Muthoot Finance, in addition to these, we have earned the 'Trust' of millions of Indians who have
implicit faith in us and in our value-based business model, customised products and personalised services. We
would also credit this to the unblemished track record of over a century that has created a stature of a
trustworthy and dependable brand.
ET: What role has technology played in shaping the NBFC sector in India and to address the financial needs of
its customers?
AM: In today's day and age, technology is a game-changer for any industry and business. Digital disruption with
the rise of fintech companies is a challenge for most conventional players across banks and NBFCs. We are living
in times where technology has exposed customers to a plethora of options and has also enabled them to take
well-informed product purchase decisions. Furthermore, technology has also made the customer experience far
more seamless than ever before.
We at The Muthoot Group have invested heavily in technology. We have deployed an in-house developed Core
Banking Solution (CBS), best-in-class Customer Relationship Management (CRM) Solution, state-of-the-art Human
Resource Management System (HRMS), Fixed Asset Management System (FAMS) to name a few. Particularly to
deliver enhanced customer experience, we facilitate direct bank transfers and VISA enabled Debit Cards for loan
disbursements, Point of Sale (POS) machines at branches, iMuthoot mobile application and Muthoot WebPay for
online payment of interest/instalments and process improvements like Aadhaar enabled e-KYC and Online Gold
Loan facilities.
In the near future, we are working towards newer methods of delivering enhanced customer experience and
delight by various technology-led interventions.
ET: NBFCs have undergone a significant transformation over the years. In your experience, how do you read
the future of this sector?
AM: NBFCs have and shall remain an integral part of India's growth story. They are financial intermediaries
engaged in playing an important role in channelizing scarce financial resources and leading to capital formation.

To a great extent, they supplement the role of the banking sector in India by meeting and catering to the
increasing financial demand of the retail and small-businesses sector including delivering credit to the
unorganized sector and medium to large local borrowers.
They have played a pivotal role in serving the credit demand of this country by making easy, accessible and
affordable lending opportunities to those who have often remained unapproachable or inaccessible to other
conventional institutions of lending. There are 11,400+ NBFCs operating in India as of September 2017. So far,
NBFCs have scripted a great success story. As per a PWC report, their contribution to the economy has grown in
leaps and bounds from 8.4% in 2006 to above 14% in March 2015.
NBFCs have been steadily growing their share in the credit market and are expected to consolidate their position
further over the next couple of years. I feel the key sectors besides gold loans, where the NBFCs are likely to see
strong growth are housing loans, vehicle finance, real estate, structured credit and MSME loans. According to a
recent Crisil report, the share of NBFCs, including housing finance companies, in total credit across India
increased to 16% in 2017 from 13% in 2013. The report also suggested that NBFCs' share in the credit market is
likely to reach 20% by 2020.
I feel that a high degree of responsiveness to rising customer demand and technology-led innovation coupled
with adaptability to local markets and local knowledge will fuel this rise in credit market share of NBFCs.
ET: While The Muthoot Group is known for its role in the Financial sector, the Group has become a strong
player in many other fields too. Could you please share more about your Group and what makes it unique in
the Indian business landscape?
AM: The Muthoot Group is a financial conglomerate with 20 diversified business divisions, 4,500+ pan-India
branches and a global presence across USA, UK, UAE, Central America, Sri Lanka and Nepal. Our 35,000+ strong
and dedicated workforce serve more than 200,000 customers everyday through our network of branches.
Some of our diversified business divisions include Leisure and Hospitality, Travel Services, Media, Information
Technology, Plantation and Estates, Power Generation and Overseas Operations. Of these, as our contribution
towards the society, we run two of our important divisions i.e., Healthcare and Education purely for not-for-profit
causes.

Our branch-based services include Gold Loans, Money Transfer, Insurance, Forex, NCDs, Gold Coins, Housing
Finance, Personal Loans, Vehicle Loans, Microfinance, PAN Card services, Securities, Travel, VISA, Tickets and
Tour Packages, ATM Services to name a few. With a business legacy of over 800 years, we take humble pride of
our roots - coming from a small-town called Kozhencherry in Kerala to the present-day Muthoot Group which
spans across 24 Indian States and 5 Union Territories.
So far, having served more than 42 crore customers, including repeat customers, we are relentlessly working to
reach the farthest parts of India to bring more and more of rural India into the fabric of banking. With more than
70% of our branches in rural and semi-urban areas and more than 90% of our loans below Rs 1 Lakh, we have
worked towards financial inclusion in the real sense of the word rather much before than the terminology came
into existence. By offering easy and affordable gold loans from as little as Rs 1,500/- and within a quick
turnaround time of just about 5-10 minutes, we have enabled Indians to progress by helping them monetise an
idle asset which was lying underutilised. These were those borrowers who would have been otherwise struggling
in getting small or medium sized loans for meeting their urgent personal needs. Besides them, we have also
made an impressive foray into the business and trader community by offering them overdraft loans (against
pledge of gold) at very affordable rates - as low as 1% per month. With highly secured strong rooms, 24x7 CCTV
surveillance, armed guards and every possible security and alarm system in place, we have been able to assure
the safety and security of our customers' emotional asset while letting them enjoy the fruits of empowerment.
To conclude, it is also heartening to share that Muthoot Finance has been awarded as the Most Trusted Financial
Services Brand consecutively for 2016, 2017 and 2018 by Brand Trust Report.
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'What is needed is a vision, a mission and a burning desire to "make it happen" regardless of wherever you are.'
Subhash Chandra - who echoes these lines - is the promoter of the Essel/Zee Group
of companies, which is a major player in the fields of media and entertainment,
packaging, technology, infrastructure and education. The book's name is indicative
of what the read is all about - his journey, hailing from a marwari business family in
a small town in Haryana to pioneering the concept of satellite TV in India.
Subhash Chandra pens down his personal experiences with his family and friends
right from his audacious teenage days to his failures in the business world. The Z
Factor accounts the journey of a man who is currently valued at US$ 5 Billion, all
from a humble step of moving to Delhi in his teens, with only Rs. 17 in his pocket!
He was instrumental in turning around his family's debt-ridden agri-business into a
profitable one. Throughout the book, Chandra narrates his success and failures whether it was related to exporting rice to the former Soviet Union in the face of competition, to his packaging
and toothpaste tube manufacturing business where Hindustan Lever (HLL) led his company towards bankruptcy!
The undying fervour with which Chandra struggled his way to the top is thought provoking. In the process (and
despite one of his dadaji's teachings that you could know a person by just looking into their eyes), he was
involved with many people whose personalities he could not decipher and who eventually tried to pull him down.

Subhash Chandra had his heart set on venturing into the broadcasting sector. Although it was the last choice
after two whole years of toil with Star TV, Chandra was successful in launching India's first Hindi satellite channel
- Zee TV, whose network has 70 channels today. From the sunrise media sector (which lost about 90% of the
market value in the stock market upheaval in the year 2000), Chandra moved on to the infrastructure sector in a
growing India, with the help of other private players. There was no stopping there as he went on to develop the
Group's verticals like power generation and renewable energy generation (solar, wind and hydro).
He is of the opinion that no country can develop without a political will. Chandra also walks an extra mile in
fulfilling social obligations such as supporting the 'Make in India' campaign to help generate long term
employment for the Indian population. Chandra is a supporter of the view that being Indian is our first religion
and therefore is constantly helping his community of 'Vaishyas' to be 'Indians' first and 'Vaishyas' second. As per
his community's philosophy, he always donated 10% of his wealth. But over time he has been doing much more
than just that.
Co-authoring the book along with Chandra is Pranjal Sharma who has been associated with print, TV and digital
media for twenty five years. The book is simple to read and has the power to appeal to anyone who has a fearless
will to walk the unchartered territory. The pages are not only peppered with his dynamic stints in the business
world, but also give readers a sense of his close relationship with his family members. However, the accounts of
the various phases of Chandra's life can get a little confusing as he dares to delve into the details of the many
personalities that have either helped him or those who have stabbed him in the back. Chandra asserts his belief
towards the end of the book that he will remain a fearless person and would want to be remembered as
someone who dared to dream and make his dream turn in to a reality, come what may.
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On 15th August 2018, India celebrated her 72nd year of Independence and the
spirit of freedom was celebrated across the nation. But for Meghna Sahoo, a
transwoman, her Independence day was the day her identity was accepted with
dignity by her employer, a renowned cab service in India (Watch it here). The story
is not too different for transgender persons across India, who are struggling with
asserting their identities and asking for their due Right to Earn with Dignity. In this
segment, we explore the idea of Livelihoods as Independence for transgender
persons. Abhina Aher, a transgender national activist from India shares her ideas,
views and vision for herself and the community.

Abhina Aher, a transgender woman, is the founder member of the Transgender
Welfare Equity and Empowerment Trust (TWEET Foundation) and presently is the
Associate Director of India HIV/AIDS Alliance - a well-known community service
organization. Through TWEET, she has been sensitizing the corporate sector on
transgender issues and their inclusion. Abhina has also been working at the national
and international levels on transgender rights and has been on the advisory panels
for UN bodies. Her story began when, as a software engineer, she was removed
from the corporate sector during her transitioning process. To make ends meet, she
worked as a sex worker which was a traumatic experience. However, she was
fortunate to get an opportunity in the social sector in which she has been working

for in the last 23 years. She shares her thoughts with us.
On 15 April 2014, the Supreme Court of India acknowledged transgender persons' right to a distinct gender
identity and spoke extensively about equality, inclusion and other fundamental and human rights. It has been
four years since then and India is still struggling to have its policy framework for transgender persons in place.
While the Transgender Persons Bill, 2016, is being debated in the Parliament, its passing seems too good to be
true at this point of time. The community is struggling to emerge out of societal prejudices and stereotypes, let
alone education and employment which still seem far-fetched.
The formal employment sector has opened up to the ideas of diversity and inclusion. However, we see very few
transgender identified persons employed in this sector. This could be due to many reasons - for one, the social
exclusion of the community leading to gaps in skills and education, attitudinal barriers, etc. But most importantly,
this has to do with the lack of inclusive policies at the workplace. Rarely do we find HR policies that are
supportive of transgender persons/issues. The discrimination and stigma is so ingrained within our psyche that
recruiters often say "We would want to hire someone who doesn't appear or sound like a transgender person."
Besides, there are huge gaps in understanding the term 'transgender' itself and the issues and challenges
surrounding the community.
To look at the area of employment opportunities and livelihoods, what is needed is a multi-pronged approach.
While on the one hand, support services are needed for skill-building, capacity building and training for
transgender persons, at the same time, the formal employment sector needs to shift its perspectives to being
truly 'inclusive' in letter and spirit. The shift is not just in opening up employment opportunities but in creating an
enabling environment that encourages and respects diversity and inclusion, in sensitizing employers and coworkers and in supporting the transitioning process for all stakeholders.
A welcome change has been initiated by Kochi Metro in Kerala which was the first to hire a group of transgender
persons in their staff, followed by Chhattisgarh, where transgender persons are being trained to make a career in
the police services. Likewise, the urgent need of the hour is for the corporate sector to demonstrate more
inclusivity and lead the change towards generating a diverse talent pool.
In this month of our nation's 72nd Birthday, my idea of true independence is the day when our transgender
community will be fully accepted, respected and will have the right to earn their livelihood with dignity. I invite

you to embrace our wonderful community and give us an equal opportunity to participate and contribute
towards nation building.
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THROUGH THE LENS

Wildlife photographer, Rupesh Balsara, drives down to Amboli, a hill station in south Maharashtra. Amboli is an
eco-hotspot at an altitude of 2,260 ft. and is known for its unusual flora and fauna. He spots the venomous
nocturnal Malabar Pit Viper seen on rocks or trees near streams. A common sight especially during the
monsoons, this species preys on tree frogs and other small animals.
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