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BANKS TIGHTENING LENDING LIMITS ON GOLD LOANS

RBI raises concerns over
rising gold price volatility

MAHESH NAYAK
Mumbai, December 21

BANKS AND NON-BANKING
financial companies (NBFCs)
have begun tightening lending
limits on gold loans after the
Reserve Bank of India (RBI)
flagged concerns over rising
volatilityin gold prices.Sources
said the regulator has advised
lenders to exercise greater cau-
tion in the gold loan segment.
Institutions that earlier
extended loans at higher loan-
to-value (LTV) ratios of
70-72% have nowscaled these
back to 60-65%, signalling a
more conservative approach.

“The regulator is exercising
cautionand hasraised concerns
over rising volatility, particu-
larly due to currency fluctua-
tions,” said a banker familiar
with the matter.Headded,“The
RBI has urged prudence, push-
ing banks and NBFCs to slow
disbursements and strengthen
risk management.” The regula-
tor’snote of caution stems from
borrowers leveraging elevated
gold prices toaccess largerloan
amounts. With global uncer-
tainties and currency swings
driving sharp movements in
bullion prices, the RBI fears
aggressivelendingagainst gold
could expose lenders to asset
qualityrisks.

“The concern is that if gold
prices decline by 10-15%, the
outstanding loan value could
exceed thevalue of the pledged
jewellery,discouraging borrow-
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ers from repaying and leaving
banks exposed on collateral.”
Such a scenario would not only
strain household finances but
also heighten default risks for
banks duetothereduced collat-
eral cushion. Currently, gold
prices on the MCX Spot are
quoting at ¥1.31 lakh per 10
grams, up 20% over the past
three months and 35% in the
last six months.

Goldloans have emerged as
one of the fastest-growing
retail credit segments. The
RBI’s intervention under-
scores the need to balance
rapid growthwith prudentrisk
management.

Forborrowers, the tighten-
ing translates into lower loan
eligibility against the same
quantity of gold. The caution
comes at a time when gold
loans to jewellery businesses

and households have surged,
registering a 100% year-on-
year increase since March
2025. The value of loans
against gold jewellery pledged
with banks has hit all-time
highs for 18 consecutive
months, reaching ¥3.37 lakh
crore in October 2025, com-
paredwith¥1.01lakhcrorein
April 2024. Since March
this year, loans against jew-
ellery have doubled month
after month.

Beyond rising gold prices,
lenders are also concerned
about shiftingborrower demo-
graphics. Younger customers
have driven demand,with those
aged 31-40 accounting for
nearly 40-459% of gold loans,
while participation from the
21-30 age group has doubled
since FY21.The average ticket
size now stands at approxi-

mately I80,000-1.5 Ilakh,
accordingtoaseniorofficialata
gold-focused NBFC. A key con-
cernisthatasignificant portion
of this borrowing appears to be
directed toward consumption
rather than asset creation.

A senior official at a gold-
focused NBFC confirmed the
tightening of credit, citing
growing concerns over exces-
sive borrowing and potential
repayment stress. Henoted that
past experiences with microfi-
nance and personal loan crises
have made institutions cau-
tious about repeating systemic
vulnerabilities, prompting
stricterlending norms.

“Industry associations and
lenders have collectively chosen
stability —over aggressive
growth, tightening credit to
safeguard against potential
shocks,”he added.

Re movement macro data to drive mkts

PRESS TRUST OF INDIA
New Delhi, December 21

THE STOCK MARKETS are
likely to trade in a range-
bound mannerin the holiday-
shortened week where trad-
ing activity of foreign
investors, currency move-
ment and global macroeco-
nomic data announcements
are expected to drive senti-
ments,analysts said.

Several global markets may

see subdued activity on
account of Christmasand New
Year holidays, an expert said.

The domestic stock market
would be closed on Thursday
for Christmas.

“This week marks the
onset of the year-end festive
period and will be holiday-
shortened due to the Christ-
mas break, which may keep
trading volumes subdued,”
Ajit Mishra — SVP, research,
Religare Broking, said.

“On the domestic front,
markets will track infrastruc-
ture output data, along with
updates on bankloan growth,
deposit growth, and foreign
exchange reserves. Currency
movement and crude oil
priceswill also remain impor-
tant variables,” Mishra said.

“Globally, performance of
major markets — particularly
the US — will be closely mon-
itored for directional cues,”
he added.

WWW.FINANCIALEXPRESS.COM

Low market volatility puts
option traders in a fix

ALEX GABRIEL SIMON &
SAVIO SHETTY
December 21

THE INDIAN STOCK markets
have become one of the
calmest in theworld — so tran-
quil that it is prompting a
rethink of strategies among
playersin the derivatives space.

Despite geopolitical flare-
ups and a recent global selloff
in risk assets, the Nifty 50 has
barely budged for months as
domestic money overwhelms
foreign flows and derivatives
trading curbs choke off volatil-
ity. The NSE Volatility Index, a
gauge tracking expectations
for future swings, ended at an
all-time low on last Friday.

Traders powering the
world’s largest options market
byvolumeare finding it harder
to profit from well-known
strategies. Volatility is the
engine of derivatives trading:
When markets swing,investors
payup tohedge,and the cost of
contracts rise. When stocks are
calm, premiums shrink, erod-
ing returns for option sellers
and leaving traditional strate-
giesless profitable.

“The market has become
more efficientand competitive
— that’s meant lower returns
for standard vol-selling strate-
gies,” said Nitesh Gupta, part-
ner and derivatives trader at
Karna Stock Broking. “In this
environment, trading desks
will have to increase risk to
make better returns.”

A turning point came last
year,when Sebi had launcheda
sweeping crackdown aimed at
curbing speculative retail activ-
ity and addressing losses
among individual traders. The
regulator scrapped several pop-

FORCING
A RETHINK

m NSE Volatility Index, a
gauge tracking
expectations for future
swings, ended at an all-time
low on last Friday

m Nifty 50 has gained
9.8% this year, against
27 % for MSCI Emerging
Markets Index and 20%
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ularweekly options, cutting out
the very products that had
amplified intraday swings and
drying out volume.

The impact is clear: While
activity has bounced off from
a low in February, notional
turnover has averaged almost
%240 lakh crore, down 35%
from 2024. It’s the first
annual decline since data
going backto 2017.

That drop in derivatives

activity has fed back into the
underlying market: The Nifty
50 has moved less than 1.5%
for 151 consecutive sessions,a
run that’s nearing a record set
in 2023, and its three-month
realized volatility has slipped
towards 8 points — lower than
in any major global market.

Meanwhile, market players
have also changed. Foreign
funds have pulled some $17
billion this year — more than
ever before — amid trade ten-
sions with the US and a lack of
shares tied to the artificial
intelligence boom.At the same
time, domestic institutions
have become the market’s
biggest owners, pouring a
record surpassing $80 billion
since January.

The tranquility hasn’t
translated into big rewards for
equityholders.The Nifty 50 has
gained 9.8% this year, com-
paredwiththe 27% advancein
the MSCI Emerging Markets
Index and the 20% rise in the
MSCIAIIl-CountryWorld Index.

One drag is valuation: The
Nifty trades at 20 times pro-
jected earnings, above its five-
yearaverage and farricherthan
the 13 times for the broader
emerging-markets  index,
according to data compiled by
Bloomberg.

For derivatives traders, the
newregimeisforcingarethink.
Strategies often built around
selling options and rolling
short-term positions may not
yield as much as they used to,
according to Bhautik Ambani,
CEO, AlphaGrep Investment
Management.And theelimina-
tion of short-dated contracts
leaves fewer ways to express
near-termviews or capture pre-
miums. BLOOMBERG

QUICK PICKS

SMC Bill may end

regulatory overhang

THE SECURITIES MARKETS
Code Bill draws a clear line
on Sebi's enforcement reach
by imposing an eight-year
statutory limit on inspections,
a move aimed at preventing
regulatory overhang on
participants. PTI

Infy, TCS biggest
m-cap gainers

THE COMBINED MARKET
valuation of six of the top-10
most-valued firms climbed
%75,256.97 crore last week,
with TCS and Infosys
emerging as the biggest
winners. The Sensex
declined 338.3 points.  PTI

Shyam Dhani SME

IPO opens today

SHYAM DHANI INDUSTRIES,
an manufacturer of spices,
on Sunday said it has raised
210.9 crore from anchor
investors ahead of its initial
share sale, which will open
for subscription on
December 22. PTI

Lenders
see stress
building in
CV space

KSHIPRA PETKAR
Mumbai, December 21

DESPITE RISING CREDIT
demand for vehicle loans after
the GST rationalisation, banks
and non-bank finance compa-
nies (NBFCs) are seeing an
uptickin delinquencies.

The commercial vehicle (CV)
segment, which is integral to
supply chain activity, has
emerged as a key area of pres-
sureasvolatile utilisationlevels,
fluctuating freight rates,longer
receivable cycles, and higher
fuel and maintenance costs
have strained cash flows for
transport operators.

Analysts believe that the
stress reflects broader supply
chain inefficiencies and
demand volatility, which have
translated into higher delin-
quencies despite stable dis-
bursement trends.

Within vehicle-linked retail
lending, auto loans remain
resilient, with 90+ days past
due (DPD) stable at 0.6% and
noyear-on-year deterioration.
In contrast, two-wheelerloans
have seen rising stress, with
90+ DPD increasing 22 bps
year-on-year to 2.2% by Sep-
tember,data from TransUnion
CIBIL showed.

“Wedoseesomestresswhen
we look at two-wheeler loans
and the commercial vehicle
segment, but we want to see
how the festive season growth
has helped in terms of overall
portfolio dynamics. We are
closely monitoring this seg-
ment,” Bhavesh Jain, MD and
CEO, TransUnion CIBIL, said.

AM Karthik, senior vice
president and co-group head,
financial sector ratings, ICRA,
said they are seeing a mea-
sured approach by banks in
disbursing commercial vehi-
cleloans. For NBFCs, 90+ DPD
hasgone upby 30-40bpsdur-
ing the first half of this fiscal
for most of the players, indi-
catingrising stressin this seg-
ment, he added.

Analysts said while the
credit growthisrobust,sustain-
ing the asset quality would
require disciplined underwrit-
ing and cautious expansion.

e Newlawin place
of MGNREGA

PARLIAMENT HAS PASSED a new law,
which will replace the MGNREGA.The
Viksit Bharat - Guarantee for Rozgar
and Ajeevika Mission (Gramin) (VB - G
RAM G) Bill, 2025.The Bill has removed
the name“Mahatma Gandhi”and ali-
gned the programme with the “Viksit
Bharat @204 7”vision.It proposes to
raise the employment guarantee from
100to 125 days perhousehold peryear
and reorienting work towards infrastr-
ucture creation and climate-resilient
assets. It signals a shift to more exp-
licitlybudgeted annual allocations, po-
tentially departing from MGNREGA’s
traditional demand-driven financing
model.In contrast to MGNREGA,
underwhich the Centre covered all
unskilled wage costs and most material
expenses,the GRAM G Bill converts the
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e Scale and success
of MGNREGA

ACCORDING TO GOVERNMENT data,
in 2024-25,the MGNREGA generated
291 crore person-days of employment,
with women accounting for 58-59%,
the highest share in overa decade. More
than 15 crorejob cards have been
issued since inception, though average
employment per household remains
below 50 days nationally. The FY26
Budget allocated around ¥86,000 crore
to MGNREGA, among the highest
outside the pandemicyears, reflecting
sustained ruraldemand anditsroleasa
key income stabiliser.The scheme has
also produced over eight crore rural
assets-60% of it in water conservation,
drought proofing,and land
development.In water-scarce areas,
research has shown that MGNREGA
hasincreased the recharge rate of

e Challenges and
structural issues

MGNREGAHAS BEEN grappling with
operational challenges. Delayed wages
have been the most concerningissue,
with state datarevealing thatin some
years, the 15-day deadline for making
payments had been violated by 30-40%
onaverage.Administrative efficiency
hasbeen very uneven,with disparities in
states linked to the quality of planning,
technical management,and assets. Perf-
ormance varies sharply: while states like
Chhattisgarh have achieved close to
1009% coverage of households receiving
100 days of work, states like Bihar have
recorded aslowas 0.17%,reflecting
administrative capacity constraintsand
uneven political commitment. Fund
availability remains inconsistent,with
rising pending liabilities exceeding ann-
ual allocations.Although corruption has

programme into a centrally-sponsored NEW LAW PROPOSES groundwater and crop intensity. It has declined over theyears,aided by digitis-
scheme (CSS),and introduces cost- rural em l O ent TO INCREASE JOB also introduced the culture of ation and social audits, problems such
sharing of 90:10 for Northeastern and p ym GUARANTEE FROM government transactions being asinflated musterrolls,delayed work
Himalayan states, 60:40 for others,and 100 DAYS PER transparent. MGNREGA has proven measurement,and incomplete assets
full eentral fur}ding for Union Territori- As a new law takes the pl ace of the Mahatma Gandhi Nation- HOUSEHOLD par’eicularly Velgable asacounter- persistin certain regions.Wage rates,
eswithout legislatures.Anotable feat- ANNUALLY cyclical and crisis-response often below prevailing state minimum
ure is the agricultural work morator- al Rural Employment Guarantee Act (MGNRE GA) ,concerns instrument. Central expenditure rose wages, also remain a concern. However,
ium,which allows states to pause the h b ised ab bl . frichts-b d sharply from about 311,300 crore in these failures reflect poor governance
scheme for up to 60 days during peak ave beenraisedabouta POSSIDIE €TOSION OLT1E ts-base AS ACENTRALLY- 2006-07 to overX1.1lakh crorein the and capacity constraints rather than
farm seasons, helping shift labour to workwhile signalling a shift to more explicitly budgeted all- SPONSORED SCHEME pandemicyearof 2020-21. flawsin the coreidea of work guarantee.
agriculture, ease shortages,and contain . ) . . THE NEW MISSION '
wage pressures during sowing/harvest. ocations, explam Saumitra Bhaduriand KR Shanmugclm MAY REQUIRE STATES _—
TO BEAR 40-50% e JAM solution and digitalisation
® Shortcomings in G RAM G and Wh at i satst a1<e OF COSTS THEJAM (JAN Dhan, Aadhaar, mebile) financial inclusion, especially for wom-
trinity brought about an institutional en.However, digitalisation has also
THE CENTRAL CONCERN is the possible inter-state fiscal disparities. By prioritising  tunity toimprove it.A phased, integrated T86.000 cr shift. At present, more than 95% introduced new challenges. Failures in
erosion of MGNREGA’s rights-based char- ~ works like water management,soil conser-  approachis essential: MGNREGA must re- ' Aadhaar-linked job cards are in posses- Aadhaarauthentication,bank mapping,
acter; budgetarylimits could reducealegal  vation,and rural connectivity,the frame- main a constitutional right,while GRAM FY26 ALLOCATION sion of active workers,and disburse- or technological problems have caused
right toarationed service.Asa CSS, the work could improve the durability,quality, = Gservesasa pathway to skilled and sustai- TOMGNREGA ONE ments are made mostly through Direct people tobe denied payments.
new mission mayrequire statestobear40-  andlong-term productivity of assets,incr-  nablelivelihoods.It requires assured cent- OFTHE Hi GH'E ST Benefit Transfer schemes, a facility en-
50% of costs,whichwill increase theirfis-  easingruralresilience to climate shocks. ral funding, requisite fiscal space for states, abled through the Aadhar Payment Brid- The writers are respectively professor
cal burden, potentially crowd out otheres- ~ MGNREGA isa significant innovation in and a consultative Centre-state frame- OUTSIDE COVID YRS ge System. It diminished some leakages, and former director, Madras

sential public spending,and exacerbate School of Economics

social policy.The reforms offer an oppor-

work aligned with development goals.
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improved audit trails,and brought
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