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LENDING INDUSTRY BEYOND COVID-19: 
DEVELOPING STRONG DIGITAL FUNDAMENTALS 
FOR SUSTAINABLE GROWTH
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Overview
The current pandemic has posed 
unprecedented challenges to industries 
globally. The businesses are gaining back some 
semblance and striving to return to normalcy by 
rebuilding themselves for the post-pandemic 
times. According to a recent research by LEAD 
& Krea University, over 81% of small and 
medium enterprises are confident of a recovery 
post covid. The lending marketplace, which was 
already undergoing a digital transformation in 
the recent years, has also been greatly affected 
by the COVID-19, creating an urgency to 
accelerate their digitization processes through 
innovative and reliable technologies.

This exigency has been further fueled by the 
unprecedented surge in the number of loan 
interest deferring and refinancing applications 
by consumers and businesses, especially SMEs, 
due to salary cuts, steep liquidity crunch, and 
low revenues. In March alone, reports 
suggested 11 million applications were filed for 
loan refinancing, stating the tremendous need 
for the lending institutions to come up with 
low-value loan schemes to meet the pressing 
customer demands. Another important 
consideration is the number of growing SMEs 
and their difficultly in availing credit. Even in the 

pre-COVID times, approximately 45 to 55% of 
formal SMEs did not have access to institutional 
credit due to the highly stringent and complex 
legal procedures required by financial 
institutions to extend credit support. 

During the COVID-19 crisis, the governments 
across the globe have been very quick and 
proactive to support SMEs. Some of the 
common benefits are as follows:

Credit guarantee fund scheme for 
working capital loans

Credit link capital subsidy schemes for 
technology upgradation 

Structured refinanced loans

Quick turnaround for funding business 
loans

This puts lending institutions in the spotlight, 
requiring the industry as a whole to come up 
with flexible, efficient, fast, and low-value loan 
schemes to meet the pressing demands of SMEs 
and customers to survive and sustain the 
prevalent conditions. As the digital payment 
industry is expected to reach $4,769,370 
million by the end of this year, accounting for 
over 15% year-on-year increase, it is enough to 
showcase that the future of the financial 
industry, including lending institutions, is digital.1



Key challenges the industry is 
facing due to COVID-19
While the lending industry has begun the 
digitization process, the institutions find 
themselves in a tight spot with the following 
concerns becoming major roadblocks to effective 
planning and post-COVID-19 lending digital 
strategies:

Increased credit defaults and lesser 
transparency of credit risk profiles: Many 
reports have suggested the increased loan 
defaults are likely to be higher than those in 
the global financial crisis of 2007-2008. 
The massive job cuts, salary slashes, and 
disrupted cash flows have further affected 
the credit profiles of customers, making it 
really difficult for the institutions to 
accurately assess the customers’ risk 
profiles.

Significant reduction in revenues: The 
current situation has coaxed the central, 
private, as well as non-financial lending 
institutions to lower their interest rates for 
extending optimal care to their customers. 
However, the flip side of curtailing the 
interest rates is a massive drop in the 
income margins for the industry, affecting 
their overall operational efficiency and ROI 
on their infrastructural costs.

Sufficiency of capital buffers: While after 
the global financial crunch in the last 
decade, the banking and lending 
institutions have been mandated to 
maintain substantial capital and liquidity 
buffers, will they be enough for the 
institutions to mitigate the extraordinary 
and widespread credit challenges posed by 
the coronavirus? This still poses a major 
challenge for the organizations and may 
affect their overall business operations.

Rapid digitization: the only 
way out of uncertainty and 
growing challenges
As spending choices have drastically evolved 
during the pandemic phase, the generalized 

sentiment is of cutting down on non-essential 
expenditures and maintaining sufficient working 
capital for their businesses to stay afloat is the new 
normal. This, along with the physical distancing 
norms becoming crucial to curb the spread, has 
created an insurmountable pressure on the 
lending institutions to accelerate their digitization 
process.

From the acquisition of application to credit 
checks and approvals, the time taken will have to 
be drastically minimized to manage volume credit 
requests and build long-term customer loyalty 
after the pandemic phase.

Can this sudden influx be managed manually? 
The answer is a huge, undisputed no. The speed 
for origination coupled with the volume size of 
credit issuance cannot be effectively managed or 
supplied through manual means. In fact, trying to 
do so is not only next to impossible but may lead 
the institutions to incur tremendous operational 
costs without giving them even the break-even 
returns.

This brings the lending institutions to only one 
viable solution: Leveraging the power of futuristic 
digital technologies backed by Artificial 
Intelligence and Machine Learning operating in a 
cloud world of the internet. This transformation, 
however, needs to happen at speed for the 
institutions to survive this situation, maintain their 
customer database, and thrive in the next normal 
phase of the economy.
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Adopting innovative technologies to create a robust digital 
framework
Evolving the customer experience is at the core of rapid and deep digitization. It is critical for the lending 
institutions to base their technological developments on personalizing customer digital journeys through fast, 
automated, and intelligent workflows. To be able to achieve this, the institutions will need to have an agile 
approach towards building an open hybrid cloud platform and leveraging the technologies of automation, AI, 
ML, blockchain, and API platforms. 

Automated decision-making for simplified loan origination and processing

The manual loan application process is cumbersome and painstakingly slow for customers. For an SME 
to apply for a business loan, they would need to go through long processes of application creation, tax 
verifications, review of bank account statements for the last 6-months, ownership related documentation, 
and KYC details of the businesses, analysis of company’s director(s) profiles, and Keyman as well as 
Bureau certifications for each of the individuals. Also, the application has to be reviewed by multiple layers 
of authority depending on the loan amount, covenants, collaterals, etc. 
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Conceptual presentation individual process
The credit approval process is subdivided into a large number of individual process steps

Acquisition/
credit-specific 
customer service

Establishing 
contact

Evaluate first 
customer info

Customer meeting

Debriefing

Request documents

Obtain information

Completeness/

 Plausibility review

Follow-up

Review documents

Follow up with loan 
office/account 
manager

Standardized credit 
rating

Documentation of 
other credit-related 
factors

Inspect object

Determine 
loan-to-value

Evaluate exposure

Complete loan 
application

Prepare credit 
vote

Hand over credit 
file

Check compliance with 
authority structure

Prepare Contracts

Get signatures

Provide security

Disbursement review

Disbursement

Follow-up

Approval by 
decision makers

Collect and review 
data

Credit review Collateral and risk 
assessment

Documentation Approval Implementation on 
the credit decision

Sales Risk analysis Processing

These arduous processes also lead to increased 
operational costs, greater chances of human errors, 
and other problems for the lending organizations. A 
lot of paperwork, lack of transparencies in approvals 
and changes in loan parameters, chaotic file transfers 
from one department to other, local server 
dependencies, adherence to audits of Central Banks, 
etc., are other key challenges that the lending 
organizations have been facing due to the manual 
loan origination practices.

Leveraging robotic process automation and other 
automated technologies to facilitate the online filing 
of forms, faster origination process, automated 
document approvals, and storage in the central cloud 
systems can enable lending institutions to make the 
process agile. This not only aids in fastening the 
origination process but also helps in tracking data for 
regulatory compliance and effective credit risk 
management, bringing down the loan processing 
cost by an estimated 30%-50%, reducing turnaround 
times by 8-10 days, and increasing productivity at 
least 10 times. 

In order to take advantage of the current situation, 
where there is a lot of demand for lending, increased 
liquidity from central banks, and lucrative government 
incentives, the lenders should scale up their 
operations and implement loan origination systems 
and thereby digitize all the components of the lending 
process.
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Following are some of the key benefits which SME 
Lenders get after implementing a well thought 
through LOS:

A lot of operational efficiencies

Less paperwork throughout the loan 
process

Loan Application

Loan Sanction Letter

Loan Agreement

Legal Verification

Payments

KYC checks

Scaling of applications and revenues 

More transparencies as all loan process 
have been digitized

A single system of record

Completely secure and central bank 
compliant

Great reporting tools with the aide of 
artificial intelligence

All this will lead to higher revenue and higher 
turnaround time for sanctioning a loan from 10 
days to 5 minutes.

I integrated with credit bureau to automate credit bureau reports in the application

Client can either be rejected, asked for more information or selected for credit 
appraisal

Paper less system, print out can be taken at stage for required signature

Paper less system, print out can be taken at any stage for required signature

Credit Officer

Credit Scoring 
Module

Credit Team

Sanctioning 
Authority

Visits 
customers 
with a tab

Fills 
application

Takes images 
of KYC 
documents

Generates 
credit bureau 
reports

Checks with list 
of existing and 
rejected client

Assesses 
profile

Advises credit 
Officer if the client 
profile is suitable

View all data 
captured

Visits clients 
with tab

Appraises the 
client

Collects all 
the data from 
the client

View application 
and appraisal

Approve or 
reject loan

Set sanction 
terms

I inform client 
automatically 
on SMS/IVR
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Big Data and integrated analytics for mapping 
effective customer journeys

Developing powerful analytics tools is 
necessary to operate efficiently in the digital 
world. Transactional, as well as advanced 
analytics, are essential to gain insights into 
customer profiles and their credit scorecard for 
risk assessment. Advanced analytics 
integrated with cloud solutions and other 
third-party services offer real-time data to the 
lending institutions making credit approval 
processes faster and more accurate. It also 
gives the enterprise insights into the changing 
customer patterns, indicating the evolving 
needs of their clients, thus, allowing them to 
prepare efficient products well in advance.

Mitigating cybersecurity challenges through 
deep AI-driven technologies  

The digital ecosystem comes with its own 
challenges and cyber safety tops the list. 
Maintaining a free-flowing and secure cloud 
computing system would require sophisticated 
AI and ML led technologies for building 
financial grade APIs, firewalls, smart networks, 
and genuine KYC platforms, amongst other 
intelligent solutions.

Agile cloud strategy for well-functioning 
business operations and risk management

In order to deliver exponential products and 
successful credit digitization workflow, the 
internal processes need to be streamlined and 
integrated logically to give the desired results. 
The lending institutions must overcome not just 
data silos but organizational silos as well for 
cross-functional and high-performing cloud 
systems. Agile teams with a customer-centric 
work ethos in combination with a sprint-based 
approach are critical for lending institutions to 
make a successful digital transformation that 
can be sustained with changes over time.

Consider meaningful Fintech partnerships to 
build the right capabilities at scale

Legacy IT infrastructure may pose a challenge 
and inexperienced team-driven digitization 

may not lead the intended digital 
transformation of the lending organization. In 
the current environment, Fintech companies 
are responding to the changes in the customer 
preferences around smartphones and social 
media. Fintech companies have made robust 
business models with innovative ideas and 
cost reduction technology with their 
application available on dynamic CRM 
(Customer Relationship Management) 
software like Salesforce (Cloud Lending, 
Ncino, etc.), thereby having the advantage of 
a reduction in both, operational and capital 
expenses. Therefore, partnering with trusted 
Fintech companies may prove consequential 
in developing the agile digital backbone for 
the organization with viable solutions for 
scalability, security, and adaptability to 
changing technological needs.

 



Navigating the journey beyond COVID-19 will require swift modernization and digitization of lending 
processes, creating cross-functional and intelligent workflows, prioritizing security solutions, and migration to 
a robust cloud system with a resilient mindset and customer-first approach. 

In the post-COVID times, the following will gain importance: 

Enabling a cloud architecture, automation, and ML processes for contactless and no-touch processes 
will be the key focus for the lending industry towards aggressive digitization.

While 80% of the solutions will be automated, the high-value and critical profiles should be reserved for 
review by the human experts for better cognitive judgment and non-digital background checks.

The lending institutions must continuously innovate and adopt advanced security and compliance 
systems to maintain the cyber-safety of information and customer data.

All technologies, tools, and people in the lending organization must be driven by one common goal of 
enhancing customer experience through building exceptionally simple and easy-to-engage processes, 
high-value-low-interest products, and support infrastructure to build loyalty in the long term.
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