
“Aatmanirbhar Bharat Abhiyaan” package – Tranche 1 

In the first tranche of the Rs 20 lakh crore special economic package titled Aatmanirbhar Bharat 

Abhiyaan, created as a response to the Covid-19 crisis, the Finance Minister announced a 

combination of measures to support small enterprises (MSMEs), NBFCs, housing finance 

companies, microfinance, power distribution companies, contractors and developers. These 

measures will certainly provide relief especially to the MSME sector to overcome the crisis.  

“The banks and NBFCs would now be eager to take advantage of the announced Rs 3 lakh crore 
collateral-free automatic loans with a 100% credit guarantee cover to banks and NBFCs and thus, 
boost liquidity among MSMEs. Additionally, financing subordinated debt of MSMEs worth INR 
20,000 crores is expected to benefit around 2 lakh MSME units. Since support is by way of 
subordinated debt, which can be considered as quasi-equity, MSMEs availing this benefit will not 
face any immediate threat of repayment. Considering a large number of MSMEs are under stress, 
the amount allocated by the Finance Minister is, however, not sufficient. 

Meanwhile, Rs. 50,000 crores equity support through the Fund of Funds would help MSMEs that 
have the potential to grow, but face issues such as a shortage of funds. Furthermore, the 
disallowing of a global tender is a step towards Make in India and Self-Reliant India announced 
by the Prime Minister in his address to the nation yesterday. Indian companies, especially from 
the MSME sector, were facing unfair competition from overseas bidders. This announcement 
would support smaller companies to participate in the tender at the realistic value. One of the 
major liquidity issues faced by the MSMEs was due to a high level of receivables from government 
agencies. The step announced for clearing government and CPSE receivables in 45 days would go 
a long way in MSMEs emerging from liquidity stress. 

The government has standardised the manufacturing and service sectors with the same 
classification. With the revision in the definition, these units need not worry about growing in size 
as they still would be able to benefit from this announcement. 

In short, all the above announcements for the MSME sector are aimed at improving the liquidity 
of the MSMEs by the government supporting banks and NBFCs to lend to these units and 
simultaneously extending equity support,” says AP Kamath, Senior Director - Ratings 



“The Aatmanirbhar package announced by the Government of India today for non-bank financial 
institutions (NBFIs), which include NBFCs, HFCs and MFIs, if implemented as envisaged, will be the 
anti-COVID shot in the arm that the sector urgently required. NBFIs have been reeling with 
liquidity challenges as loan repayments by borrowers have dipped by almost 40-80% since the 
beginning of the lockdown in March-end FY20. With banks largely shying away from 
incrementally lending to this sector and moratorium approvals coming far and few, many NBFCs 
were on the brink of a liquidity crisis, which could have culminated into them defaulting on their 
debt servicing obligations. 

The aggregate allotment of Rs.75,000 crore of the Aatmanirbhar package to NBFIs comes as a 
lifesaving liquidity booster shot for NBFIs, especially for those in the lower investment-grade 
rating category. Currently, close to 40% NBFIs rated by Brickwork Ratings are in the BBB and A 
rating categories, which will benefit the most from this package. This will not only improve the 
credit profile of NBFIs but also provide further funding access to their underlying borrowers, most 
of which are MSMEs.      

The details of the schemes are awaited, and we hope the implementation will be quick, and chinks 
in the previous PCG scheme such as providing a guarantee only for a certain period and not 
covering the entire tenure, will be addressed this time, to ensure strong interest from banks”, says 
Vydianathan Ramaswamy, Director & Head – Financial Sector Ratings. 

“Discoms have received a much-needed breather in the form of a Rs 900 billion financial package 
announced by the Finance Minister, which covers nearly the entire outstanding payables of the 
Discoms (~ INR 940 billion). However, this also raises the question of various states' ability to 
support this additional debt as these loans will be provided by PFC/REC to the Discoms against 
state government guarantees. Unless the financials of the states are strengthened, the problems 
will continue, just that they will be postponed and transferred from generating companies to 
financial institutions. Nonetheless, this package will cure the immediate cash crunch being faced 
by Discoms and would, in turn, improve the liquidity of the generation and transmission 
companies. 

The Finance Minister has also announced an extension of 6 months to contractors for all the GoI 
agencies without any additional costs to them. All the under-construction infrastructure projects 
will benefit from this extension. Additionally, the concession periods in the case of PPP contracts 
will also be extended by 6 months, which will primarily help all toll road operators in recovering 
from the loss of business during the lockdown period”, says Vipula Sharma, Director – Ratings 



“As part of timely and major relief for contractors, all central government agencies will provide 
an extension of up to six months, without costs to the contractor for obligations such as the 
completion of work and extension of the concession period in public private partnership contracts. 
This would avoid multiple legal wrangles for the industry post the lifting of current restrictions as 
there are multiple consequences of the lockdown, including the reverse migration of labourers, 
disruption of supply chains, increase in receivables, liquidity squeeze, impairment of asset quality 
and decline in profitability, credit quality and turnover. Cumulatively, the above circumstances 
would cause hindrance in meeting the obligations under construction and engineering contracts 
and loan liabilities. 

The announcement of government agencies to partially release bank guarantees will be done to 
the extent of contracts being partially complete. This will result in freeing-up of margin money, 
which can now be deployed towards working capital requirements; the waiver would also result 
in savings on bank guarantee commission charges, which will be a direct addition to the bottom 
line. This may also help companies seeking enhancement in limits from bankers for participation 
in new work orders and consequently increase in turnover and profitability. Additionally, lowering 
TDS/TCS rates by 25% will result in more liquidity in the hands of service contractors. BWR is of 
the opinion that the measures are expected to be extended for state-government-level contracts, 
going forward”, says BK Piparaiya, Senior Director - Ratings 

“The announcement of the extension of the registration and completion date by six months for all 
registered real estate projects expiring on or after March 25 without individual applications and 
with the Ministry of Housing and Urban Affairs advising states/UTs and their regulatory 
authorities to treat COVID-19 as an event of force majeure under the RERA is certainly positive for 
the industry. These measures will de-stress real estate developers and ensure the completion of 
projects so that homebuyers can get the delivery of their booked houses with new timelines, and 
developers are not penalised on account of project delays. Since the lockdown was imposed, the 
real estate sector has been impacted by disruptions in operational activities, including the 
stoppage of construction work at various sites and availability of labour; this will ease out the 
problems of timely project execution. 

However, BWR feels the government may announce more measures on the liquidity front both 
for buyers and builders. With this sector being a catalyst to economic growth and employment, 
with a substantial reduction in interest rates already transmitted, thereby reducing EMI and 
improving eligibility, measures such as reducing the LTV and improving credit to the sector will 
help increase demand and economic growth”, says BK Piparaiya, Senior Director - Ratings 
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