
PROFITING FROM
CO-LENDING

Co-lending provides a unique opportunity for Banks and NBFCs to come together to transform their approach in lending to the Micro finance 
and MSME sector. The RBI describes the model as “sharing of risks and rewards between Banks and NBFCs”. Although the RBI circular states 
co-lending as an impetus to push lending to the priority sector, the model provides an excellent opportunity for banks and NBFCs to overcome 
their challenges and team-up with a proposition which benefits everyone, including the end-borrowers.

NBFCs have been facing di�culties in accessing funds to lend at reasonable costs, which in turn is translating into high interest rates for their 
borrowers. These borrowers, who are unable to access loans from banks due to reasons such as geographic location or lower credit scores, 
have to then turn to the unorganized financial sector, taking loans at much higher costs. With the rise in competition, stressed margins and 
evolving customer demands, banks have also been seeking new avenues to grow faster and tap new customer segments.

While some banks and NBFCs have taken advantage of the opportunity, there is a need for greater collaboration between the parties, including 
the seamless integration of their technology systems, not only to meet the goals of the program but also to provide a smooth customer 
experience. Financial institutions need to carefully evaluate if their current technology systems are capable of handling the challenges posed 
by the unique requirements of this arrangement. 



LAUNCH
CO-LENDING
BUSINESS WITH EASE

PROVIDE INSTANT
 LOAN APPROVALS
AND PROCESSING

HAVE EXTENSIVE
CONFIGURABILITY &
INTEGRATION CAPABILITIES

REDUCE LOAN
OPERATIONS COST
SUBSTANTIALLY

FUTURE-PROOF 
YOUR LENDING
BUSINESS

SUPPORT MULTIPLE
PARTNERSHIPS USING
THE SAME SYSTEM

Both the co-originating lenders need to comply with 
applicable KYC/AML guidelines

Ensure KYC/AML compliance without compromising the 
processing time

Seamlessly share customer information along with supporting 
documents between the originator and the co-lender

Both partners are responsible for risk assessment of 
their respective portions of the loan

Ensure the quality of credit assessment without any 
substantial increase in “time to yes” to the customer

Configure the credit assessment module to take into account 
the additional decision parameters from the partner’s credit 
risk team

Ability to use these parameters in existing underwriting 
process or fast-track through Straight Through Processing

Both partners are responsible for risk assessment of 
their respective portions of the loan

Ensure the quality of credit assessment without any 
substantial increase in “time to yes” to the customer

Configure multiple repayment and accounting policies. This 
becomes even more important in case of multiple partnership 
agreements with di�erent FIs which requires separate logic to 
arrive at the repayment schedules

Both lenders to create a framework for day to day 
monitoring and recovery of the loan

Ensure transparency and seamless reconciliation while 
handling repayments, loan changes, etc given that one 
of the partners (NBFC) is expected to act as the 
servicing front-end to the customer

Define specialized co-lending products along with relevant 
policies governing transactions such as part-prepayment, 
change in loan tenure and handling of associated charges to 
be applied either on bank’s portion or NBFC’s  portion or the 
entire loan

Each participating lender to follow its independent 
provisioning and reporting requirements as per the 
applicable regulatory guidelines

Maintain three loan views – the customer’s view, the 
bank’s portion and the NBFC’s portion with specific 
impact on accounting, reporting and exposure 
calculations at both NBFC’s and the bank’s end

Configurable loan views, the ability to maintain multiple 
accounting and reporting policies for di�erent loan products

RBI REQUIREMENTS BUSINESS CHALLENGE TECHNOLOGY REQUIREMENT

Nucleus Software can help you leverage technology for easy collaboration and capitalize on this opportunity. Our ‘10 Time winner world’s best-selling lending solution’, FinnOne 
Neo can help Banks and NBFCs to:

sales@nucleussoftware.comwww.nucleussoftware.com


