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NBFC-MFIs Sector Outlook

ICRA carries a Stable outlook on the sector as it expects healthy growth and profitability



Highlights @ ICRA

= The growth in the NBFC-MFIs’ AUM is expected to remain healthy, given the buoyant demand. However, it is
expected to moderate to 24-26% in FY2024 and further to 23-25% in FY2025 from the highs seen in FY2023.

@ Click to see full report

= NBFC-MFIs witnessed a significant increase in the borrower base, which grew by 29% YoY in H1 FY2024. With
a focus on increasing the borrower base, the portfolio outstanding per borrower grew by a mere 4% YoY in
H1 FY2024 with relatively lower ticket size loans disbursed to new borrowers.

= |CRA expects the overall profitability to remain healthy with RoMA of 3.2-3.4% in FY2024. It is expected to
improve further to 3.3-3.5% in FY2025, aided by gradual moderation in credit costs and some improvement
in the operating efficiency.

ICRA expects the AUM growth of
NBFC-MFls to remain healthy in
FY2024-FY2025, but lower than the

i i With the impact of the Covid-19 pandemic waning, delinquencies have been improving over the last few
highs seen in FY2023.

quarters. While there could be some uptick in Q3 FY2024 owing to regional issues, ICRA estimates an overall
decline of around 40-60 bps in 90+dpd for FY2024, aided by write-offs, recoveries and increase in scale.

ICRA expects NBFC-MFlIs to report
RoMA of 3.2-3.4% in FY2024, with the
same projected to improve further to
3.3-3.5% in FY2025.

= NBFC-MFlIs raised sizeable funds (~Rs. 50,000 crore including securitisation) in H1 FY2024, which was around
50% higher on a YoY basis. The fund raise was largely supported by on-book funding from banks.
Securitisation volumes also remain healthy.

= With the waning of stress and to meet the qualifying assets criteria, the liquidity level of NBFC-MFIs, as of
September 2023, was lower than the past levels but remains adequate. Moreover, the sector’s access to
funding remains sufficient.

= Regular equity infusions have helped maintain adequate capitalisation with the managed gearing estimated
at 4.4 times as of September 2023. ICRA expects moderate capital requirement of Rs. 2,000-2,500 crore in
FY2024-FY2025 to maintain a managed gearing of less than 4.5 times, considering the growth outlook.
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