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Introduction  

At the season of autonomy in 1947, India's capital market was generally immature. In spite of the fact 

that there was noteworthy interest for new capital, there was a deficiency of suppliers. Dealer brokers 

and endorsing firms were nearly non-existent.  

Likewise business banks were not prepared to give long haul modern back in any critical way. It is 

against this setting the administration built up The Industrial Finance Corporation of India (IFCI) on 

July first, 1948, as the main Developing Financial Institution in the nation to take into account the 

long haul back necessities of the mechanical division. The recently settled DFI was given access to 

ease supports through the national bank's Statutory Liquidity Ratio (SLR) which thus empowered it to 

give credits and advances to corporate borrowers at concessional rates. Money related organizations 

like IFCI have been encountering extensive troubles in recouping advances and requirement of 

securities accuse of them.  

Monetary Resources:  

Monetary organization, as expressed prior is principally worried about assembly of assets and 

channelization of the pooled assets in gainful outlets. IFCI fundamental reliance for reserves has been 

obtaining both with in the nation and outside. Organization may likewise meet their budgetary 

necessities by depending on state and institutional borrowings to take care of their developing demand 

of assets from best in class undertakings. The chief wellspring of rupees getting has been the bond 

issued by IFCI conveying government ensures. Such bonds were qualified for membership by 

business banks under the statutory liquidity prerequisites. The approved Share capital of IFCI is Rs 

1500 crore isolated into value offers of Rs 10 each in31 walk 2005. IFCI set an overwhelming 

obligation on it to fill in this hole thus; it turned out to be similarly imperative that it be additionally 

furnished with the sufficient assets for taking care of the rising demand for modern back in the nation. 

Wellsprings of assets of monetary foundation might be either local or outside or mostly household and 

halfway remote, the same might be gotten from both value and credits. The Corporation turned out 

with open issue of its offers in 1993. Accordingly, they require prospering assets to administer money 

related help to best in class mechanical activities of national need. After the change of IFCI into an 

organization, it has brought finances up in the capital market on showcase related terms by method for 

testaments of stores, securities, settled stores and different borrowings. The IFCI has been showing 

more prominent enthusiasm for raising assets through here and now stores and putting more 

prominent dependence on age of inward assets to meet its developing assets prerequisites. Mechanical 

Finance Corporation, Industrial Credit and Investment Corporation of India, State Financial 

Corporations and Refinance Corporation of India tried to serve the expanding money related 

requirements for modern development in the private area. The monetary system embraced by the bank 

and its systems administration assume a noteworthy part in raising assets from the savers. Value 

capital might be taken up by the focal government, national bank and local private financial 

specialists, institutional or singular business banks and insurance agencies are the typical endorsers of 

starting offer of capital as on account of IFCI and ICICI. IFCI additionally gets subsidize from 

legislature of India as far as KFW understanding for intrigue differential store. Since these 

foundations should support capital use extends through interest in and guaranteeing of securities and 

stretch out term advances to these undertakings, their reserve necessities have a tendency to be of 

changeless or long haul nature. Anyway it felt that in connection to the venture needs which were 

probably going to emerge for modern advancement in future monetary foundation part goes more 

imperative. The Government gives sponsored budgetary help to the money related establishments in 

order to help create need segment ventures especially in reverse areas of the nation. The achievement 
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of the Industrial back organization of India, or of some other foundation depends to a great extent 

upon the aggregate assets available to its as likewise the distinctive wellsprings of assets accessible 

for enlarging its assets. The approved Share capital of IFCI is Rs 1000 crore isolated into value offers 

of Rs 10 each at the yearly broad gathering 1996 ,10 percent of this sum (100 crore) has been changed 

over into total redeemable inclination offers of the face estimation of Rs 10 each. The main structures 

in which money related establishment may raise long haul assets from outside are issue of value 

shares, inclination offers and debentures, long haul stores and long haul borrowings. The Corporation 

was before engaged to acknowledge stores for a time of 5 years; yet the measure of stores can for no 

situation surpass Rs. 10 crores. Other than capital and stores, the Bank is engaged to raise supports by 

Borrowing from the Central Government premium free credits on terms and conditions as might be 

settled after, Borrowing from such other expert, association or establishment in India as might be by 

and large or uniquely endorsed by the focal Government.  

The suggestions of the Narsimham Committee, the budgetary establishments including IFCI, ICICI 

and IDBI have, recently, been allowed to raise reserves from the open market. The IFCI Act was 

altered in July, 1993 to change over the Industrial Finance Corporation into an open constrained 

organization in order to empower the IFCI to get to the capital market and to decrease its reliance on 

Government ensured stores. This Fund is expected to help, with the earlier endorsement of the Central 

Government, uncommonly meriting ventures to which banks and other money related organizations 

are not prone to give the imperative back in the conventional course of business for different reasons. 

As of late, the Government has enabled these monetary foundations to raise remote money credits 

with a development of 10 years or more with no roof from outside business acquiring. The Fund 

includes sums gotten by method for advances, blessings, awards, gifts and so forth from the Central 

Government or some other source. The money related position of the Corporation with obligation 

value proportion going somewhere in the range of 5.7:1 and 10:1 is very acceptable according to the 

global standard of the World Bank. This leads us to recommend that the IFCI has the potential for 

turning to long haul borrowings subject to its accessibility at sensible cost. The assets of the enterprise 

have been additionally expanded by issuing debentures/securities in India and business advertises 

abroad. The benefits and misfortunes emerging out of the tasks of the Fund are separately attributed or 

charged to the Fund. Amid 1999-2000, the IFCI raised value share capital of Rs. 86 crore. Thus, 

relative offer of paid up capital took off to more than 4 for every penny as on 31st March 2000 from 

2.56 for every penny in 1996. The assets of the IFCI at first contained offer capital, intrigue free 

advance from Government of India.  

Borrowings  

For meeting the outside trade necessities of its customer IFCI raises remote cash advances through the 

accompanying two different ways right off the bat, lines of credit(from KFW Asian improvement 

bank and other remote banks)secondly, business borrowings through syndicated advances. As of late, 

the Corporation has been permitted to fund-raise by method for term cash, declaration of stores, term 

stores and between corporate stores under an umbrella constrain equivalent to their net possessed 

assets for a time of 1 to 5 years. Act enables the Central Government may, after due assignment made 

by parliament by law for this benefit, progress to the Bank a premium free credit repayable in 

portions, and such further measures of cash by method for advance on such terms and conditions as 

might be settled upon. According to the Government Policy, the Corporation can obtain up to 10 

times its paid-up capital and saves as securities, debentures, advances, and so on. Foundation was 

additionally to diminish essentially the cost of borrowings amid the Financial Year 2004-05 by Rs.378 

crore to Rs.958 crore, contrasted and Rs.1,336 crore in the Financial Year 2003-04. Reimbursement of 

help by Borrowers is one of the essential wellsprings of fund for the Industrial back organization of 

India.  

IFCI additionally gets support from administration of India as far as KFW understanding for intrigue 

differential store. The measure of Repayment by Borrowers has expanded in supreme terms as well as 
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in relative terms. It can get assets in remote money. It can likewise obtain from the RBI for a time of 

90 days against Government securities as well as for a time of year and a half against its own 

particular bonds. Since the Industrial back organization of India was set-up in 1948 and began 

progressing budgetary help to modern worries in that year, it is nevertheless characteristic that the 

Repayment sum would be bring down in the underlying years. Sum got From Government of India 

under Interest Differential Fund (IDF) is of a capital sort and to be used for determined purposes for 

limited time exercises of Industrial Development. So far as the patterns in the relative offer of 

different sources in the aggregate financing is concerned, Repayment by Borrowers, Reserves and 

'others' demonstrated a rising pattern throughout the years. After financial changes amid the time of 

1995-96, being in the matter of giving fund to businesses and the administration segment, it needs to 

continually raise assets. Amid the year, liquidity in the currency showcase stayed under strain. 

However, IFCI could assemble require based assets through private situation of bonds, Certificates of 

Deposits, Fixed Deposits and different borrowings.  

Variety in money related assets 

 

the total of financial resources is 12905 crore in 1996  which was lowest in comparison to period of 

1995 to 2006, share capital of IFCI was Rs 353 crore , reserve and surplus was 1282 crore, borrowing 

in rupees was 8658 crore and borrowing in foreign currency is Rs 2612 crore. In 1996-97 the share 

capital amount was Rs 352.8 crore is almost constant in comparison to previous year but borrowing in 

rupees raised to 11441 crore ,where borrowing in foreign currency was 3197.5 crore and reserve and 

surplus 13508 crore only. During the period of 1997-98, Corporation raised Rupee resources and 

Foreign Currency resources by way of syndicated loan, lead arranged by Bank of Tokyo-Mitsubishi. 

Corporation has made significant provision towards bad and doubtful debts as required in terms of 

RBI's guidelines. This affected the profitability adversely. IFCI financial position is going stronger so 

its share capital is increased to near about 452.9 crore, reserve and surplus was 1293.9 crore and 

borrowing in rupees was 14362.3 crore with borrowing in foreign currency of Rs 3655.6 crore. In 

1998-99 borrowing were increased continuously due to strong position of IFCI, at that time share 

capital was increased to 790.4 crore and reserve and surplus was Rs 936.1 crore where borrowing in 

rupees was 16459.8 crore ,borrowing in foreign currency was Rs 3713.3 crore. Corporation made a 

"Golden Move" in the Golden Jubilee year with the shifting of all its departments in the Corporate 

Office located in various rented premises to the newly built "IFCI Tower" at Nehru Place, New Delhi 

in October, 1997. From the period of 2000 to 2006, the overall economic environment in 1999-2000 

was thus mostly favorable. As a consequence of the financial-sector reforms in recent years, IFCI has 

been mobilizing domestic resources from the market through the issuance of public /privately placed 

bonds /debentures, certificate of deposits (CDs), inter-corporate deposits (ICDs) and institutional 

/term-money borrowings, subject to the guidelines of the Reserve Bank of India. Share capital 

performance is constant and it varies minutely from 1096.4 crore to 1067.9 crore. Where reserve and 
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surplus also start decrease from 2000   amounted to Rs 906.7 crore, borrowing in rupees and 

borrowing in foreign currency are respectively 16577crore and 3515.2 crore. 

TABLE 

SOURCES OF FUNDS (1995-96 TO 2005-06) 

YEAR SHARE 

CAPITAL 

RESERVE 

& 

SURPLUS 

BORROWING 

IN RUPEES 

BORROWING IN 

FOREIGN 

CURRENCY 

TOTAL 

1995-96 353.0 1282.0 8658 2612.0 12905 

1996-97 352.8 1350.8 11441.8 3197.5 16342.9 

1997-98 452.9 1243.9 14362.3 3655.6 19714.7 

1998-99 790.4 936.14 16459.8 3713.3 21899.6 

1999-00 1096.4 906.7 16577.1 3515.2 22095.4 

2000-01 1087.9 505.1 16593.2 3373.5 21559.7 

2001-02 1067.9 497.6 17489.2 2299.4 21354.1 

2002-03 1067.9 469.7 18113.2 2089.7 21740.5 

2003-04 1067.9 454.9 15408.1 1822.0 18752.9 

2004-05 1067.9 447.4 13256.8 1768.1 16540.2 

2005-06 1067.9 442.9 12066.7 1611.4 15188.9 

Source: report on IDBI. 

 

The total of financial resources are highest in this year is 22095.4 crore. After recording a turn-around 

during 1999-2000, industrial sector has again shown poor performance during 2000-01.  The cost of 

borrowings was lower at 10.57% per annum as compared with 11.86% per annum for the previous 

year. Your company's resource rising during the year was adversely affected because of down 

gradation of credit rating. the Government of India approved a package of capital infusion liquidity 

support of Rs. 10 billion, of which Rs. 4 billion cash-neutral support was provided by Government by 

way of 20-year convertible bonds. Out of the balance Rs.6 billion, which was to be contributed by 

major shareholders, Rs.2 billion was provided by LIC by way of 20-year convertible bonds, Rs.2 

billion by SBI as short-term loan and Rs.1 billion by IDBI by way of Deep Discount Bonds with 

maturity value of Rs.2 billion. Year 2002 shows decline trend in comparison to 2001, share capital 

goes down to 1067.9 crore in comparison to 1087.9 in 2001.reserve and surplus also decrease from 

505.1 crore to 497.6 crore, borrowing in foreign currency drastically decreased to 2299.4 crore in 

comparison to 3373.5 crore on 2001.IFCI's performance during the 2003, Company was able to 

mobilize resources during the year actually by way of roll-overs and reinvestments of maturing 

liabilities. In aggregate, IFCI mobilized Rupee resources of reserve and surplus is about to 469.7 crore 

borrowing in rupees is 18113.2 crore and borrowing in foreign currency is Rs 2089.7 crore. Company 

has not resorted to any significant fresh borrowings during the year as the emphasis was on 

restructuring of the existing liabilities. Your Company serviced the foreign currency loans and 

liabilities to SLR Bondholders as well as to small investors fully and to other investors as per the 

restructured terms. According to the table share capital of IFCI is constant from 2002 to 2006 which is 

1067.9 crore. Reserve and surplus of 2004 is Rs 454.9 crore which is low in comparison to 2003. 

Borrowings in rupees and in foreign currency are 15408.1crore and 1822 crore respectively. During 

the period of 2005, the existing foreign currency loans and SLR Bonds as well as retail borrowings 

were serviced regularly as per the original terms and schedules and all other liabilities as per the 

restructured terms, without any default. The repayment of matured principal was also made on due 

dates without any delay, on receipt of duly discharged bonds. Financial position shows decreasing 

trend in reserve and surplus, and in borrowings. Reserve and surplus is 447.4 crore were borrowings 

in rupees is 13256.8 crore. Borrowing in foreign currency is only 1768.1 crore. In period of 2006, 

share capital is 1067.9 crore, reserve and surplus amounted to Rs 442.9 crore. Borrowing in rupee is 

12066.7 crore and borrowing in foreign currency is 1611.4 crore. 

CONCLUSION: 
From the above study, it is evident that IFCI is one of the best financial institutions so it is also 

conscious of its responsibility in matter of raising financial resources for assistance to different 

sectors. IFCI is able to manage financial resources for project financing for modernization, new 

establishment, diversification, rehabilitation. Above study shows that there is drastic variation in 

financial resources of IFCI but management of the institution is so efficient that it handles all the 
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problems effectively. All these measures help IFCI institution for comeback and also get success 

through improvement in industrial development. It can be said that IFCI will be also to strengthen the 

steps further by having more rigorous follow up of the existing measures and also search for more 

effective ways for dealing with the problem of financial resources. IFCI should also enforce a 

satisfactory proportion of equity capital while sanctioning financial assistance to projects. 
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