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SECP introduces substantial reforms in Non-Bank Financial (NBF) Sector

ISLAMABAD, October 16: The Securities & Exchange Commission of Pakistan (SECP) with
the approval of the Federal Government has introduced substantial amendments in Non-
Banking Finance Companies (Establishment & Regulation) Rules 2003 (‘NBFC Rules 2003’).

These reforms will enable NBFCs to undertake micro finance business, allow housing
finance companies to undertake commercial housing finance activities and cater for the
growing needs of Islamic Finance in the country.

Now, the Non-Banking Finance Companies (NBFCs) have been categorized in to two main
types i.e. lending NBFCs and Fund Management NBFCs. Further, Lending NBFCs i.e. Leasing
Companies, Investment Banks, Housing Finance Companies and Discount Houses have also
been segregated in non-deposit taking and deposit-taking entities with distinct regulatory
requirements.

In this connection, a new class of NBFCs i.e. Non-Bank Micro Finance Companies (NBMFCs)
has been introduced. Comprehensive framework for providing finance to poor persons and
microenterprises including conduct requirements for NBMFCs has also been prescribed.
This will also enable SECP to regulate the micro finance institutions other than micro
finance banks.

The existing companies other than NBFCs have been allowed to apply for license to carry
out lending activities subject to the fulfillment of prescribed eligibility criteria under the
new regulatory regime. For instance, an equipment manufacturer, producer of home
appliances or automobile assembler may undertake leasing of its own product as an
ancillary activity by obtaining leasing license. These amendments are likely to boost
lending business in a regulated environment.

In addition, a new type of fund i-e., Private Fund has also been introduced. Now, the fund
management company may launch private funds with varied objectives of investing in wide
range of financial assets including equity securities, debt securities etc. Fund Management
NBFCs have also been allowed to undertake different Fund Management Services i-e., asset
management, Investment Advisory, Private Equity & Venture Capital Fund Management
Services and REIT management Services under a single entity. In order to encourage
private fund management, the eligibility criteria for fund management company has been
redefined and now a company other than a publc limited company may also obtain license
for private fund management.

To facilitate the different segments of NBF Sector and considering their size and diverse
nature of activities, separate eligibility criteria encompassing several aspects such as type
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of company, number of directors, rating requirements etc. have been prescribed for each
class of NBFCs.

To cater for the growing needs of Islamic Finance in the country, an environment for
[slamic NBFCs has also been provided. Moreover, Housing finance companies have now
been permitted to undertake commercial housing finance activities

It is expected that the new regulatory framework would be helpful in developing and
promoting the Non-Banking Financial Sector in order to diversify the inherent systemic
risk and to enhance the resilience of the financial system by increasing outreach and
penetration especially for the micro, small and medium enterprises.

G a8 e JbineS Shlle s 8n st taaal 5 e 3l o il (o Gl S o ) o
S S S

) ) S ¢ at G S (85 S e Ul S e e (LS (V7SI ) AUT a3l
S oS (Shlle (5 S e 5 shie (S Gl (Bli g ¢ S Sl il GlieS i S
S b Slle G pe ¢l S 15 ) ead aae fm (0 )58 G late el i e e YooV 5l
S U Sl a gy Sl s ) eal Skl s g Jail ¢ S

LE LS (s 1S el 50 (S (o ) (2 ) ) sieeS (e (s 80 e ¢ a8 S 3l 005 aa
G Gy S Svienine (S 338 and (g i 53 s) JiaS (oan i (2 0l (g > (B e g ¢
Soidins il ¢ KA AS s JiaeS ) e Ny S8 ol G- o (S UsieeS o B (o
08 JhiseS (5 156 NS man ¢ ppan 53 2 3e oS JlisaS il Gl sl asl Cu Sl (S
S pbed) 0550 O sl 2 L8 Lo S el (e ¢S J5eS G S e S s JlipeS

R SPTP NPT PR [ JE N PR S PP

S OseS pulid 5 Sile 5 S e ¢ el (S (S OsineS Sllle 5 )an e iz b ol

2SS o = WL ISl S 5 b s S aela Sl A S ainaS O o S8 (Sl S ol
O - S U S sla a8 S 05l 6 JlslS Ssen sl Al die &g e o liineS g
NS gl a8 S S Sl Ko oS (gt Guilid 5 Suile oo (o ) ol D ¢ o b
S g S UaiaeS Bvodle S aiaaS o il (2 Oal -0 o Sl (e () S il 5 Sl
HsoAS s On B S dhala iV o (o (oo ) o) o SR LS s SIS Guilid 5 Sl
S UsipeS il S gl (e Gl K0 00 e i - B s LS (5 s Gildae S ol g 5 i1 8
S 3 e e S S e 8 Ji a8 (S il Kl

o R s S Gl e e L8 LU IS T oad S sl (0 CS0) (S 38 () ) 25
3 s A S sasSon Calite (S (68 e o ae i llle ¢S Crianine 3 gr 5 sS

S e ¢3S ALl Cilide oS () gninaS Gl o 0l s S Ciianine T s s (53 il
Suftul Ji ) ) Sianise Sl jai s 3l (o) S gl ¢ (58 58 Sita Su i) ¢ Sitanine Su)

oo s (S Gianiin 38 (25 S s Culal (S e ol 25 S (e (2 S G i Citanie
D8 Dbma \S el A S5 G 515 gl dayl e g dail pd A S ieS Grianipe b ¢ A1 S A
C = WL IS gl Skl s K

=S ol lle oDl e Sda ¢ iy )5S O jlatie Gladlal Gae xd Sllle 5 S0 e
oo —ad Sl 5 S e AS o Sl Sl 0 o W8S ) i ae gr S Sl s e (S E
-@L_‘ij\@”\uﬁja\)sﬁuwd&&w\Cuatavm\Q\

Securities and Exchange Commission of Pakistan
NICL Building, 63 Jinnah Avenue, Islamabad
Tel: 051-9214005



