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Limited access

to credit is resulting
in higher rates for
fintech startups

Pratik.Bhakta@timesgroup.com

Bengaluru: After a few years of ra-
pid growth, technology-enabled len-
dingstartupsarereelingunder theli-
quidity crunch affecting India’s ban-
king and related sectors that has li-
mited access to credit and is
resulting in higher interest rates.

With investor confidence in the
non-banking financial (NBFC) sec-
toratalowbecauseof thecrisisatIn-
frastructure Leasing & Financial
Services (IL&FS), fintech lending
startups have been af-
fected majorly, said se-
veral industry executi-
ves ET spoke with.

. “Alotof fintech NBFCsare
being forced to slow down their bu-
sinesses due to lack of liquidity and
limited access to credit line from the-
irlending partners,” said Aditya Ku-
mar, founder; Qbera, a Bengaluru-
based digital lending startup.

The startups are also staring at ri-
sing interest rates since the const-
raint in supply has not caused a
proportionate fall in demand.

“On the overall spectrum of lo-
ans, we can see an average jump of
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45-50 basis points on the annual rate
of interest because of the situation
around NBFCs,” said Tushar Aggar-
wal, chief executive officer, Stashfin,
a New Delhi-based digital lending
startup. A basis point is one-hund-
redth of a percentage point.
Echoing Aggarwal, Naveen Kukre-
ja, CEO of digital lendingmarketpla-
ce Paisabazaar; said interest rates ha-
ve specifically jumped for salaried
sub-prime borrowers and for busi-
ness loans, where banks were very
conservative and NBFCs had a hig-
her share. “Business loans have se-
enajump of 150-200basis points for
their rate of interest mainly be-
cause of a supply constraint, but
for sub-prime retail borrowers,
the pain is because of liquidity
constraints and eKYC issues (ban
on Aadhaar-linked customer veri-
fication),” said Kukreja. Withtech-
nology emerging as one of
the biggest enablers in
the lending space, seve-
ral large NBFCs began
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Rather than assessing

| theentireloanbook of

fintechcompanies,
banksaretryingto
evaluateeachborrower

experimenting with new sectors
with small-value, short-tenure lo-
ans and testing out delinquencies.
The experiments have stopped and
lenders are not keen on extending
credit lines to tech platforms any-
more, industry experts said.
“Rather than assessing the entire
loan book of fintech companies,
banks are trying to evaluate each
borrower so that they have full
control over whether their lending
parameters are being met,” said
Aggarwal from Stashfin.
Highlighting the fact that digital
lenders were sometimes too ag-
gressive in their efforts to gain
market share, Manavjeet Singh, fo-
under of loan originating plat-
formRubique, said there was alwa-
ys a case for asset-tenure mis-
match. NBFCs were borrowing
short-term money and lending out
longer-tenure ones, he said.
“Aslongasliquidity wasnotanis-
sue, there were no repayment pro-
blems. But the moment there wasa
supply crunch, banks and tradi-
tional NBFCs realised there was
a mismatch in asset and liabili-
ty,” he said. :

“First, these players will get the-
ir own house in order (and only
then will) they lend to fintech pla-
yers for onward lending.” Plat-
forms with strong balance sheets,
though, will survive because the-
re is huge demand in the market
and the overall economy is still
going strong, Singh said.




