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Introduction 

As a relief measure for people in view of the coronavirus pandemic, the Reserve Bank of India 

(RBI) allowed a three-month moratorium on term-loan and credit card repayments. Lending 

institutions were directed to defer the EMIs of their customers opting for this moratorium 

scheme. But what is a moratorium and how does it work? Let’s take a look. 

 

A moratorium is a temporary suspension of activity until future events warrant lifting of the 

suspension or related issues have been resolved. Moratoriums are often enacted in response to 

temporary financial hardships. Prima facie, the three-month moratorium on repayment of term 

loans by borrowers means that they would not have to pay the loan EMI instalments during the 

moratorium period. Going by the Reserve Bank of India (RBI) statement, availing such a 

moratorium would also not lead to a down grading of the borrower's credit rating or affect the 

risk classification of the loan. Further, availing the moratorium will not entail any change in the 

existing terms and conditions of the loan. If the existing terms ..terms and conditions of the loan 

contain conditions/charges related to a moratorium then these may apply depending on the 

moratorium policy adopted by the lending institution. As per the RBI, repayment of credit card 

dues can also be deferred under the moratorium mechanism. Under normal circumstances if loan 

repayment is deferred then the borrower's credit history and risk classification of the loan can be 

adversely impacted. However, in case of this moratorium the borrower's credit rating will not be 

impacted in any way, as per the central bank statement. RBI, in a circular issued later, clarified 

the following: Interest shall continue to accrue on the outstanding portion of the term loans 

during the moratorium period. Deferred instalments under the moratorium will include the 

following payments falling due from March 1, 2020 to May 31, 2020:  

(i) principal and/or interest components
2
;  

(ii) bullet repayments;  

(iii) Equated Monthly instalments;  

 

How does a moratorium work? 

A moratorium is often affected because of an emergency that disturbs typical normal routine. In 

the aftermath of earthquakes, floods, dry seasons or disease out breaks, a crisis moratorium on 
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some monetary exercises might be allowed by an administration or the national bank. It is lifted 

when regularity returns.  

 

Here are some examples: 

Coronavirus pandemic: The epic infection (Covid-19) flare-up, which left over a million people 

tainted across in excess of 180 nations, made a few countries execute a lockdown of their towns 

and urban communities. The exceptionally infectious ailment shook the worldwide markets and 

drove the economies to a downturn. On March 23, the administration of India forced a lockdown 

in the whole nation to battle the infection. The move prompted unaccounted work misfortunes, 

establishing of flights, train and transport benefits just as organizations endured a shot. 

Considering the circumstance and because of the transitory money related hardship, the RBI on 

March 27, 2020, said all loaning establishments, including banks and lodging account 

organizations, should give their borrowers a three-month ban on term advances. The ban was for 

installment of all portions falling due between March 1 and May 31, 2020. As indicated by the 

RBI, the deferred under the moratorium would incorporate the accompanying installments falling 

due between the said period
3
: 

  

a) principal and/or interest components; 

b) bullet repayments; 

c) equated monthly instalments (EMIs); 

d) credit card dues. 

What is a moratorium period? 

  

A moratorium period is the time during an advance term when the borrower isn't required to 

make any repayment. It is a holding up period before which repayment of EMIs resumes. 

Ordinarily, the repayment starts after the credit is dispensed and the installments must be made 

each month. In any case, because of the ban time frame, the installment begins after some time.  

Training advances give this element. This is on the grounds that training credits are reimbursed 

by understudies after they begin gaining. There may be a period slack between their finishing 

considers and before finding a new line of work. That is the reason an arrangement for ban 

period is given
4
.  
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Advantages  

In the event that a customer has the liquidity, they ought not choose a ban. Reimbursing the 

credit sum is prompted as intrigue keeps on accruing on the advance sum in any event, during the 

ban time frame. Reimbursing decreases the intrigue cost.  

Will EMI deductions be naturally conceded or does the borrower need to select it?  

The RBI has allowed banks to choose how they need to offer the ban to their clients. A few 

banks request that you raise a solicitation to 'select in' for the ban, without which it is 

comprehended that you wish to proceed with your typical reimbursement cycle. Some different 

banks have set ban offer as a default alternative for certain items, so you have to raise a 

solicitation to 'quit' of the plan on the off chance that you wish to keep your reimbursement cycle 

unaltered. 

IMPACT OF MORATORIUM  

Indeed, even as the RBI permitted banks to give a three-month ban on loans, just the borrowers 

with genuine liquidity issues should opt for this moratorium, as indicated by speculation 

specialists. The provisions may take into account suspension of EMI installment due in March, 

April, and May, yet intrigue will keep on accruing for this period.  

The interest sum must be paid single amount in June, the counselors likewise said. "Only the 

borrowers with genuine income issues emerging out of either salary or pay cut should opt this 

help measure. Nonetheless, the ones with enough corpuses to hold over the coming 3-4 months 

are encouraged to all the more likely settle up
5
. 

 

IMPACT ON HOME LOANS  

For a loan of Rs 30 lakhs with a remaining maturity of 15 years than the additional rate of 

interest would be around 2.34 lakh equal to 8 EMIs.  

 

Key points to note for all customers: 

• The above all else thing to remember is that it's not a Loan WAIVER. It is only a moratorium, 

which implies a respite, a stay to your current EMI installments for just 3 months.  

"The loan moratorium is an assistance for income in particular, not a decrease in payable sums. 

Henceforth, just the individuals who have liquidity issues (lost a job, cut in salary, and so on) 

should benefit the loan moratorium; as they keep on paying interest on the loan outstanding - and 

the tenure will be stretched out by the multi month time span as well. 
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• One needs to pay the EMI following 3 months (If one goes for the moratorium alternative). 

This is accessible for all retail and horticulture/crop credits and Term loan  

• It is critical to remember that on the off chance that you overlook to pay EMI for the following 

3 months with no liquidity crunch, at that point these three months interest will get add on to 

facilitate 3 months of your all out EMI period with more interest 

• For instance, in the event that one needs to pay the EMI for assume at least 2 or more years. 

Also, the individual in question picks the EMI moratorium. At that point recollect that current 3 

months interest will get added to the 2 year EMI period in addition to these 3 months which you 

picked as a moratorium.  

"In the event that they have a regular salary which isn't relied upon to be hindered or on the off 

chance that they have liquidity enough to pay the EMIs independent of disturbances, they may 

proceed with the loan repayments as in the past. Just the individuals who are relied upon to be 

unfavorably influenced regarding incomes need to opt for moratorium".  

• One should pay more enthusiasm as contrast with the present enthusiasm of rate. This will be 

applied on all term loans and even Mastercard EMIs.  

• RBI has put the warning to give this advantage to their customer, yet now it is absolutely on 

banks that how they outperform the advantage to their EMI customers. A few banks have begun 

giving the advantage if clients needed to.  

• As it's not a waiver so don;t forget that you will have to pay the loan EMI 

Banks like SBI has chosen to give a blanket moratorium and is reached out for all EMI 

customers. So all things considered "Client must choose between limited options? Keep the 

assets aside in a fluid store so that after this period one can prepay
6
."  

• So, in the event that you are proficient to pay the EMI sum for the following 3 months, at that 

point it is proposed by the specialists that not to stay away from the installment 

 

Conclusion 

So if any customer has sufficient money to pay the interest they should not opt for moratorium. 

Moratorium is help to those who lost their jobs or they are not getting their salary or facing 

salary cut. Those who have sufficient liquidity one most not opt this facility as it will be load for 

that customer because this interest will be add to the remaining principle amount. Hence one 

must not opt this facility.  
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