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DAILY CURRENT AFFAIRS DATED 16.04.2026 

GS Paper III: Economics   

1. Predatory Loan Apps in India 

a. Introduction 

Predatory loan apps have emerged as a serious 

governance challenge in India’s expanding digital 

economy. They are not merely a financial fraud 

issue; they lie at the intersection of financial 

inclusion, consumer protection, data privacy, 

cyber security, mental health and digital 

regulation. 

India’s digital transformation has made credit 

more accessible through mobile applications, 

online KYC, digital payments and instant 

transactions. This has helped many borrowers 

who were earlier excluded from formal banking. 

However, the same ecosystem has also enabled 

exploitative lending platforms that trap 

vulnerable borrowers through hidden charges, 

intrusive data collection and coercive recovery. 

Thus, the central governance challenge is to 

promote digital financial innovation while 

ensuring that citizens are not exploited in the 

name of convenience. 

 

b. Meaning of Predatory Loan Apps 

i. Definition 

Digital Lending with Exploitative Practices 

• Predatory loan apps are digital lending 

platforms that offer quick loans but use 

unfair, deceptive and often illegal 

practices to earn profit. 

Target Groups 

They usually target: 

• Students 

• Low-income workers 

• Gig workers 

• Unemployed youth 

• Small borrowers 

• People facing emergencies 

Core Nature 

• They convert financial vulnerability into a business opportunity by offering instant money but 

imposing exploitative repayment conditions. 

ii. Typical Practices 
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• Attractive Loan Offers: They promise instant approval, no collateral and minimal 

documentation. 

• Hidden Costs: They often impose processing charges, service fees and very high interest 

rates. 

• Coercive Recovery: Borrowers may face threats, abusive calls, public shaming and 

harassment of family members. 

This makes predatory lending a problem of both financial exploitation and human dignity. 

 

c. Growth of Digital Lending in India 

Meaning of Digital Lending 

• Digital lending refers to obtaining loans through mobile applications, websites or fintech 

platforms without visiting a physical bank branch. 

Drivers of Growth 

• Digital Infrastructure: Smartphones, UPI, Aadhaar-based verification, digital wallets and 

online KYC have made lending faster. 

• Credit Gap: Many Indians still lack access to formal bank credit, collateral and credit history. 

• Small-Ticket Loans: Digital lenders entered this gap by offering quick, short-term and small-

value loans. 

Balanced View 

• Digital lending itself is not harmful. It can promote financial inclusion. The problem begins 

when lending platforms operate without transparency, regulation and ethical safeguards. 

 

d. Legitimate Digital Lending and Predatory Lending 

Legitimate Digital Lending 

• Regulated Framework: Legitimate lenders operate under the supervision of the Reserve Bank 

of India or in partnership with regulated financial entities. 

• Transparency: They disclose interest rates, processing fees, repayment terms and grievance 

mechanisms. 

• Consumer Protection: They treat borrowers as customers with rights. 

Predatory Lending 

• Regulatory Evasion: Predatory apps often operate outside formal regulation. 

• Deceptive Terms: They hide real interest costs, deduct charges before disbursal and mislead 

borrowers. 

• Data Misuse: They collect excessive personal data and use it for intimidation. 

The issue is therefore not opposition to digital finance, but the need for responsible and regulated 

digital finance. 

 

e. How Predatory Loan Apps Operate 

Attractive Entry Point  

Borrowers are drawn through promises of instant cash, approval within minutes and no paperwork. 

This appeals strongly to people in financial distress. 

Intrusive Data Access 
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Once downloaded, the app often seeks access to contacts, photographs, messages, location and device 

information. Many users grant permission without understanding the risk. 

Hidden Deductions 

A borrower may apply for ₹10,000 but receive only ₹7,000 or ₹8,000 after deductions. However, 

repayment is demanded on the full amount with heavy interest. 

Harassment-Based Recovery 

If repayment is delayed, recovery agents may: 

• Make repeated threatening calls. 

• Contact family members and colleagues. 

• Use abusive language. 

• Morph photographs. 

• Publicly shame the borrower. 

The objective is not lawful recovery but psychological pressure. 

 

f. Governance Challenges 

• Violation of Data Privacy: Predatory apps collect contacts, photos, location data, identity 

documents and device information beyond what is necessary for lending. 

• Cyber Security Risk: Sensitive data can be sold, leaked, misused or used for blackmail. This 

turns predatory lending into a cybercrime issue. 

• Mental Health Impact: Threats, humiliation and social pressure can cause anxiety, 

depression and psychological trauma. Several cases in India have linked loan-app 

harassment with suicides. 

• Consumer Protection Failure: Borrowers often do not understand interest rates, contracts 

or legal rights. They also lack access to quick grievance redressal. 

• Regulatory Grey Zone: The issue lies between finance, technology, cybercrime and policing, 

making enforcement difficult. 

Thus, predatory loan apps expose gaps in India’s digital governance architecture. 

 

g. Why Regulation Is Difficult 

Fragmented Ecosystem 

Harmful practices may involve mobile apps, fintech firms, call centres, recovery agents, payment 

gateways and data brokers. 

Offshore Operations 

Some illegal apps use foreign servers and complex financial routes, making investigation difficult. 

Frequent Rebranding 

When one app is removed, operators may launch another app under a new name. 

Multi-Agency Problem 

Effective regulation requires coordination between: 

• RBI 

• Ministry of Electronics and Information Technology 

• Cybercrime units 

• App stores 

• Banks 

• Payment gateways 
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• State police forces 

The difficulty is not only making rules, but enforcing them across a fast-changing digital ecosystem. 

 

h. RBI’s Digital Lending Guidelines 

• Direct Fund Flow: Loan disbursal and repayment must take place directly between the 

borrower and the regulated lender. This reduces misuse by unauthorised intermediaries. 

• Transparency: Borrowers must be clearly informed about interest rates, charges, repayment 

terms and penalties before accepting the loan. 

• Data Protection: Data collection must be consent-based, need-based and limited to what is 

necessary for lending. 

• Grievance Redressal: Regulated entities must provide grievance redressal mechanisms for 

borrowers. 

• Limitation: Illegal loan apps often ignore RBI guidelines because they operate outside the 

regulated framework. Therefore, enforcement remains crucial. 

 

i. Broader Issues Raised by Predatory Loan Apps 

• Financial Inclusion versus Consumer Protection: India must expand access to credit, but 

easy credit cannot be allowed to become a tool of exploitation. 

• Technology and Ethics: Technology can democratise finance, but without safeguards it can 

deepen vulnerability. 

• Data Economy versus Privacy: Many apps profit not only from lending but also from 

harvesting and monetising user data. 

• Dignity in Digital Governance: A borrower’s privacy, reputation and mental well-being must 

not be sacrificed for small-ticket credit. 

These issues show that predatory lending is a governance problem, not just a fintech problem. 

 

j. International Experience 

• European Union: The EU follows strong data protection norms under the General Data 

Protection Regulation, limiting data collection, sharing and profiling. 

• United States: The Consumer Financial Protection Bureau monitors unfair lending practices 

and abusive recovery methods. 

• China: China tightened regulation of online lending platforms after concerns over over-

indebtedness and consumer exploitation. 

• Lesson for India: Digital lending requires a combination of financial regulation, data 

protection, consumer rights and strong enforcement. 

 

k. Way Forward 

• Dedicated Legal Framework: India needs a specific legal framework against illegal digital 

lending, with penalties for unlawful lending, data misuse and coercive recovery. 

• Public Registry of Approved Lenders: A regularly updated whitelist of approved digital 

lenders can help citizens identify genuine platforms. 

• Strict Data Minimisation: Loan apps should not access contacts, photo galleries, messages 

or unnecessary device data. 

• App Store Accountability: Google Play Store and Apple App Store should verify regulatory 

registration and compliance before listing lending apps. 

• Financial Literacy: Citizens must be educated about interest rates, hidden charges, digital 

fraud and safe borrowing practices. 
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• Strong Cyber Policing: Specialised cyber units are needed to investigate illegal lending 

networks, online harassment, data theft and cross-border operations. 

• Humane Recovery Practices: Loan recovery must follow legal procedures and cannot involve 

intimidation, public shaming or harassment. 

Conclusion 

Predatory loan apps represent one of the darker consequences of unregulated digital finance. They 

exploit financial distress, misuse personal data and employ coercive recovery methods that damage 

mental health, privacy and social dignity. 

India’s challenge is not to slow down digital lending, but to make it safe, transparent and accountable. 

A balanced approach must combine financial innovation, strong regulation, cyber enforcement, data 

protection and consumer awareness. 

Only then can digital finance become a tool of empowerment rather than exploitation. 
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Reader’s Note — About This Current Affairs Compilation 

Dear Aspirant,  

This document is part of the PrepAlpine Current Affairs Series — designed to bring clarity, structure, 

and precision to your daily UPSC learning. 

While every effort has been made to balance depth with brevity, please keep the following in mind: 

1. Orientation & Purpose 

This compilation is curated primarily from the UPSC Mains perspective — with emphasis on 

conceptual clarity, analytical depth, and interlinkages across GS papers. 

However, the PrepAlpine team is simultaneously developing a dedicated Prelims-focused Current 

Affairs Series, designed for: 

• factual coverage 

• data recall 

• Prelims-style MCQs 

• objective pattern analysis 

This Prelims Edition will be released separately as a standalone publication. 

2. Content Length 

Some sections may feel shorter or longer depending on topic relevance and news density. 

To fit your personal preference, you may freely resize or summarize sections using any LLM tool 

(ChatGPT, Gemini, Claude, etc.) at your convenience. 

3. Format Flexibility 

The formatting combines: 

• paragraphs 

• lists 

• tables 

• visual cues 

—all optimised for retention. 

If you prefer a specific style (lists → paras, paras → tables, etc.), feel free to convert using any free 

LLM. 

4. Monthly Current Affairs Release 

The complete Monthly Current Affairs Module will be released soon, optimized to a compact 100–150 

pages — comprehensive yet concise, exam-ready, and revision-efficient. 
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