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RBI caps IPO Funding by NBFC’s 
 

The Reserve Bank of India (RBI) issued a fresh set of rules for non-banking finance companies 

(NBFCs), limiting lending amount to Rs 1 crore per borrower for IPO application from April 1, 

2022. The rule to cap IPO funding by NBFCs, along with other rules on capital and bad loan 

provisioning norms in a phased manner, is part of RBI’s broader efforts to reduce risks in the 

financial sector. 
 

What is IPO Funding? 
IPO Funding (or IPO Financing) is a loan offered for applying in primary stock market by NBFC's to 

high-net-worth individuals (HNI). The investor pays only small margin for applying in IPO and rest 

amount is funded by the lender.  

NBFCs offer anywhere between 70-100 times leverage to HNIs looking to take short-term bets on 

IPOs. For eg. Rs 1 crore invested by HNI of his/her own fund, the NBFC will lend anywhere between 

Rs 70 crore to Rs 100 crore for the time from subscription till issue listing with 8-12% interest rate. 

HNIs have been borrowing in excess of Rs 100 crore, from NBFCs for investing in IPOs.  
 

Benefit of IPO funding 

HNIs: 
Through IPO Funding, an investor can leverage its own funds in primary market and thereby 

maximize the profits in a very short span of time. It helps HNI's who would like to maximize their 

chances of allotment in an IPO. 

NBFC’s: 
Since the NBFC has the power of attorney (PoA) to both the trading account (in which the shares are 

credited) and the bank account (in which the proceeds from the share sale gets credited). The NBFC 

takes back its funds plus an interest charge, and what is left in the bank account is the investor’s 

profit/loss. Even if the shares list at a steep loss, the NBFC do not lose any money because the 

investor has put up margin amount from his own capital. Losses if any, gets recovered from the 

investor’s funds. 
 

Impact on HNIs and NBFC’s 

HNIs 
For IPOs from April 1 onwards, subscriptions numbers for the non-institutional investor (HNIs in 

market parlance) category could be much lower. the rule limits NBFCs from lending more than Rs 1 

crore per investor. It does not mean that the investor cannot borrow from other NBFCs. Also, it does 

not prevent the investor from applying for IPOs through multiple accounts. If the RBI specifies that 

an investor who has borrowed from one NBFC for IPO investing, cannot borrow from other NBFCs 

for the same purpose, it could affect demand. 

NBFC’s 
NBFCs that earn a sizeable portion of their revenues through IPO financing could take a hit on their 

bottom-line next year. 
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