ICRA

A MOODY'S INVESTORS
SERVICE COMPANY

X

Retail-NBFC Credit Trends

Business recovery to gain further
traction in FY2023; sector outlook
revised to Stable from Negative

APRIL 2022

Karthik Srinivasan A M Karthik

+91 22 61143444 +91 44 45964308
karthiks@icraindia.com a.karthik@icraindia.com
R Srinivasan

+91 44 45964315

r.srinivasan@icraindia.com



mailto:karthiks@icraindia.com
mailto:a.karthik@icraindia.com
mailto:karthiks@icraindia.com
mailto:r.srinivasan@icraindia.com

ICRA

Table of Contents

RETAIL-NBFC OUTLOOK = STABLE ....ccuiieiiiiiiiiiiiiiiiiiiiieireereitetiresieesiaesiassrastsastssssssssssssssssssssesssesssessasssasssasssssssssssssssssssssssssssssssstssssassssssssssosstssstsssrsssrsssssssssssssssnsssnsssns 7
OVverall Trends fOr NBFCS @nd HECS .........ciiiiiiiiiiiiiiiiiiiieiieiis e saessses st s s e saea s se s s et e e e s s e s ses s st e e e s s assss s sssseeesaasssssssssseessnssssssssssseessnsssssssssssserensssssssssssnerensnsssssssssnenennne 9
BUSINESS GROWTH | Disbursements and AUM growth revive in Q3; SUSTAINADITTY IS KEY ..iivuiiiiiiiiiieiiiiiiiie sttt ettt et sb e s be e sabe e e bt e s baeesbee e baeebeesbaeebeeenbaeenseesbaeenseesnns 10
BUSINESS GROWTH | Moderate revival in Srowth @XPeCted iN FY2023.........uii i i ieiee ittt e ettt e eette e e sttt e e estteeeestsaaeesbaeaaassaseaassasassssssaeaassssesassssaesnsseseaassasesansaseeansseseanssseesansaeeesnsseeesnssssesanssns 11
ASSET QUALITY| Impact of NOVEMDET CIArifiCation DY RBI........ccuiiiiiiiitieitt ettt estte sttt et st st esttesteeste e bt eatesae e st e esbeenbeensesatesatesaee st enseamseeaseeateesee s eenseenseeasesatesaeesaeanseenteenseeaseessenseenbeensesnsesaeesaes 12
ASSET QUALITY | Trend @nd EXPECTATION ... .eeiiiiiitiestieteete et ete et st e st ste et e st e sateste e bt enbeeatesatesaeesaeesaeenseemseaasesaseaseenseenteensesatesatesaee st en st easeeaseea e e s e e st enseenseeasesaeesaeesaeaneeanseenseensesssenseenbeensesnsesaeesaes 13
ASSET QUALITY| Provisions down, in line with asset quality trends; Write-0ffs remain @lEVATEM ..........ooui ittt ettt e st e st esaeesbe et e eateeaeesseesbeebeenseensesaeesaes 14
ASSET QUALITY| Restructured book moderates from the peak in SEPTEMBDEr 2021 ..ottt ettt e sttt et e st e e ae e st e e be et e enbeeasesaeesaeesaeasseanteensesasesseebeenbeensesnsesaeesaes 15
EARNINGS PROFILE| Competition and change in product mix impacted HFC yields; NBFC yields remained range-bound while CoF remained favourable..........cccccovceniinienieienienieneeen. 16
EARNINGS PROFILE| Margins upheld by favourable CoF even as entities held higher balance ShEet IGUILITY .......oouiriiriiiieee ettt sttt saeesaeesbeebees 17
EARNINGS PROFILE| Operating costs inch up as business volumes increase; credit costs past the peak witnessed during the PaNdemIC .........ccveeiiieiiieiiiecee e 18
EARNINGS PROFILE| Net profitability to improve to pre-Covid I@VEIS iN FY2023 .......ccccieiiiieiieeitieeieeeiteeeseeseteeesteeesteeesteeeteeasseeetesaseeaaseeassesssasansesansssassesssasaseeessasanseessaeansseensseenseesnsseanseennes 19
EARNINGS PROFILE| Return indicators expected to improve in [ine With NEt Profitability .........cuiiiieiiiiice e et e et e st e e e tee e bee e aee e baeeseeesaeenseeenbaeenseeesaeenseeanes 20
FUNDING | Banks estimated to account for 40-45% of NBFC borrowings (inClUuding SECUITISATION) .....c..iciieiiiiiiiie et estee et e stte et e et e et e e stee e taeestee e bae e aae e baeessae e baeeseeesaeanseeesaeanseeesseenseeenns 21
FUNDING | NCD issuances fall as [arge PSU-NBFC iSSUGNCES WEIE IOWEN ........uieiieiiiiieieeeitteeitteeitteesteessteeesseesbesaaseeebeeasaeasseeaaseesasesanseeasssasseassaeansseansssanssesnsesanseeessaseseeesaeansseesasanseessssesnseennns 22
FUNDING | Public NCD and CP issuances also moderate; MF investments in the sector have not increased in @ CONSISTENT MANNET .......cccueeiiieiieiiie e sreeesrae e sree e sraeesane e 23
FUNDING | Securitisation VOIUMES EXPECTEA 10 IMPIOVE. .....c.uiiiuiieiieeiteeeiteeeiteeesee ettt esteeeteeasteesteeasseeasesaaseeassasasseassesassseassssaseesssssanseesnsesansseansssansseansssanssesnsesenseeensasanseeesseansseesasenseeessesnseennes 24
FUNDING | Incremental CoF trends upwards, but at a pace more Moderate than EXPECLEA.........iiiiiiiii ettt e et e et e e te e e taeestee e tae e bae e bae e sse e baeesee e saeeseeesaeasseetaeensseessseenseeenns 25
LIQUIDITY & CAPITAL| Adequate liquidity and CAPItal PrOfilE .....cicuiiieiieiieieee ettt e st e st e s te e et e st e ese e st e et e e st e essesssesaeesaeesseesseenseeseeenseasseaseenseenseenseensesaeesaeesseenseenseensesnsenseenseensenn 26
Performance Update Of RETQI-NBFCS .......cccivuiiiiiimieiiiineeiirnieetteneesternssessesnssessesnssessesnssessesnssessssnssssssssssssssnnsssssssssssssessssssssnsssssssnsssssssnsssssssnsssssssnssssssenssssssennssssssnnsnns 28
Retail-NBFC credit 8rew by @bout 4% in OIM FY2022 ...ttt sttt e sttt e ettt e e st b eeesabe e e sauateeesabteeessbeeesausaeeeaabeeeeeasbeee s abaeesaabaeeeenbaee s asbeeesaseeee e abaeeeaaseeeesasbeeeeasbaeesabaeeesabbaeesnntaeesnasneas 29
Asset quality indicators trend weakened as some key asset segments Witnessed an INCreaSsE IN OVEITUES.........coiiciiiiieii ettt e e e e et e e e e e e e s et ae e e e e e e e e abaaaeeeeeeesnbaaseeaeeesannssaaeeaens 32

ICRA LIMITED


file:///C:/Users/a.karthik/Downloads/Edited%20&%20Updated_CR-2022-Q2-1-ICRA-NBFC-Retail%20&%20Commercial%20Fin.docx%23_Toc100649255
file:///C:/Users/a.karthik/Downloads/Edited%20&%20Updated_CR-2022-Q2-1-ICRA-NBFC-Retail%20&%20Commercial%20Fin.docx%23_Toc100649273

ICRA LIMITED

ICRA
Earnings to improve t0 pre-Covid [@VEI DY FY2023 ... .. ittt ettt ettt st sb e e e b et e b ee s bt e e b tesab et e bt e eab e e e abeesab et e beeeab et e aseeeabe e e seeeabe e e aseeea b et e s b e e e b et e be e e b et e bee e beeebee e beeeeneeeabeeennneeane 33
REtQil ASSEt Class-WiSE TrENAS ....iivuuiiiiiuniiiiiiniiiiiraeieriiensieriirssestisssestessssestessssessessssssssssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssssnsssssssnsssssssnsssssssnnsssss 34
[0V 11 =1 o T OO OO TUPRRRTO 35
LV (1T [ ol OO OO OO OPPPOTOPPRTOPPTOPPRTOt 38
[N T o I Y ol =T | SO OO PPTRPPRTPPPROPPRTOt 40
[CTe] o [ To 1 o [T POTPTRTPRRTI 41
BV T Yo ol T OO PRTTPRRRTP 42
B - ot o T o 10 =1 0 T PO P PR UPROPRRRUPRRIOt 44
(OfoT T W ot o] o J=To (V1T o]0 T=T okl i1 T o[l RS UURRUPURROt 46
ICRA RATINGS .. ieeuiiieeiiiiniiieeiiiniitneiiteeieienerensesensisrnesssssssssssssenssssnsssssssssssssssssssenssssnssssssssssnssssnssssnssssnssssssssssssssenssssnssssnssssssssssssssenssssnssssnssssnssssensssenssssnssssnssssnnsssansesansasanne 47
ICRA rating ChanGEs FOr NBFCS @NT HFCS .......ciitiiiieiiiieeiee ettt ettt ettt ettt et e et e bt e sttt et e e sttt e bt e sabeeaabeesabeeeaseeaabe e e st e sabe e e aseeaab et e st e eabe e e aseesa b et e aseeeabeeeaseeeab et e aseeeabeeeaseeeabeeemseeeabeeenbeeeabeeeseesabaeenneenans 48
List of key NBFCs rated by ICRA (EXCIUAING INTra INBFCS) .....eecuiiierieiieiee sttt ettt et e st e bt e bt e e s atesatesatesaeesbee et aaeesseeeseasseenseenseensesatesaeesaeesaeenseenseenseeateeatesseenseenbeensesasesaeesaeesaeanseenseenseensennsanseensenn 49



file:///C:/Users/a.karthik/Downloads/Edited%20&%20Updated_CR-2022-Q2-1-ICRA-NBFC-Retail%20&%20Commercial%20Fin.docx%23_Toc100649277
file:///C:/Users/a.karthik/Downloads/Edited%20&%20Updated_CR-2022-Q2-1-ICRA-NBFC-Retail%20&%20Commercial%20Fin.docx%23_Toc100649285

ICRA

Table of EXHIBIT

EXHIBIT 1: QOQ AUM GrOWLH (SEQUENTIAI) couveeitiiiite ettt ettt ettt ettt e st e bt e sttt s beesabe e s bt e sabeeeaseesabeeeaseesabaeeaseeeabeeeabeeeabeeeaseeeabeeoabeeea ke e embeeea b e e emseeeab e e emseeeabaeenseeeabbeenseesabaeesaesnbaesnsneans 10
EXHIBIT 2: Normalised Quarterly Disbursement Trend —JUNE 2018 (DASE QUATET) ...eiuiiiiiiiiit it ettt et e sttt et e st et e s bt e s bt esbe e s bee s beeebeesabee s baesabeeesbeeeabaeenseeeabaeeaseesabaeenseesabbeenseesnbaesnsaesnbaesnsnesnn 10
EXHIBIT 3: Annual Loan Growth Trend @nd EXPECTATION .....cocuiiiiiiiiiiiiiiee ettt ettt et s bttt e s b et e bt e s bt e e bee s b et s bt e s abe e e st e sabe e e st e eabe e e seeeabeeeaseeeabe e e st e e abeeeaseesabeeesee s beeeseesabeeeanneebeeennnenane 11
EXHIBIT 4: NBFC Asset Quality Trends and EXPECLAtIONS — STAZE 3 ...iiiiiiiiieiiiieiiiiee e citteeeerte e e eeteeeesteeeeeitteeesettaeaeastseaeassaeeassesaaastsesaanssasessssaeaassasseanssssesanssaeeansseseanssasesassesesansseeeanssasesassesesassesennes 12
EXHIBIT 5: HFC Asset Quality Trends and EXPECLAtIONS — STABE 3 .. ..iiiiiiiiiiiiiieiitt ettt ettt et ete et e sttt e bt e ettt e s te sttt e beesab et e bt e e abe e e st e sabeeaaseeeabeeeaseesabeeeaseeeabeeemseeeabeeeaseeeabeeenseesabbeeseesabeeeneesabeeennenane 12
EXHIBIT 6: Asset Quality Trends @nd EXPECTATIONS — GS3 ....c..uiiiiiiiiiiiiitieeittt et e ettt e ettt et e ettt e bt e e b et e sute sttt e beesabeeaabeeeabeeaabeeeabeeeaseeeabeeaaseesab et e aseeeabeeeaseeeabeeemseeeabeeeaseeeabeeemseeeabeeeseeeabeeeneeebeeennnennne 13
EXHIBIT 7: Write-0ffs REMAIN HIZH (% OF AUIM)....coueiiiiieeee ettt sttt e e et e e e et e e e et tte e e e ettaaeesataeeeasstaeesssasaeassseseasssssessssaeaasteeeeanssaseansssaesansseaeanssaee e nssseeansseeeanssasessseeeeansseeeanssasesasseeesanssesennns 14
EXHIBIT 8: Provisions Decline from Peak in June 2021, but Remain High; NBFC and HFC Provisions are 1.6x and 1.4x, respectively, of Dec-19 Levels (% of AUM)......cccccecvieveeeiieesiesiieeseeens 14
EXHIBIT 9: NBFC Solvency Weakens Marginally, but Remains Better than Pre-COVid LEVEI ..........co ittt ettt e e e e rtte e e et e e e e ettt e e e esataeesaaaeeeeabbaeeastaeesassaaeeassaeseassaeesassaseaansaeeennnns 14
EXHIBIT 10: Provision Cover REMAINS ADOVE PrE-COVIA LEVEL .......iiiuiiiiieiititiitie ettt sttt ettt e st e e sttesbe e e sbeesabeeebeeeabeesbeesabeeeabeesabeeeaseeeabeeaabaeoabeeenseeeabaeemseeeabeeenseeeabaeenseesabbeeseeenbaeenseeenbaeensneenss 14
Loy = AR =T W Tt AU T =T I = o Yo I =] o SRS 15
EXHIBIT 12: Estimated Slippages from RESTIUCTUIET BOOK .........iiiiiiiiiiiiie et ceie e ettt e e ettt e e et e e e sttt ee e e tteeeseabaeeesabaeeeesssaeessseaeaassseeaanssasessssaesansseaeanssaseanssaeeansssseenssasessseaesansseseanssaeesassaseeasseeennnes 15
EXHIBIT 13: NBFC — Trend iN BUSINESS YIEI0. ... .ueiiiiiiieiiiiee ettt ettt ettt sttt e sttt e e ettt e e s ab e e e e subtee e e st et e s abaeeeaabbeeeeasbeeesanseeeeaabeeeeeas b e e e s ase e e e s aa b e e e e eaa b e e e s aaseeeeaabeeeeaanbaeesaseaesaabaeeensbaeesasnaeesnabaneennne 16
EXHIBIT 14: HFC = TreNd iN BUSINESS YIEIO ... ..eiiiiiiiieeiee ettt ettt ettt sttt ettt ettt et e sttt st e sttt s bt e sab e e e atesabeeaaseesabeeeaseesabee e st e eabe e e aseeeabeeeaseeeabeeeasee s abeeemseeeabeeemseeeabeeemseeeabeeenseeeabeeeaseeeabeeenneesnbaeennnennne 16
EXHIBIT 15: NBFC — COF ..uvttitttiitieeteeeitteeiteeesteeeteesteesateessteesaseessteesssessnsaesasesssseesaseesaseeansessaseeeaseeeaseesnseseaseesaseeenseeanseeanseeansaeeaseeeateeeaseeeabeeeaeeeeateeoaseeaateeenseeentaeenseeenbeeenseeenbaeenseeenteeenseeenbeeenseeensanensneanes 16
EXHIBIT 16: HFC = COF .. uttiiitiitieeieeetee ettt et e e st e st e st e st e s bt e sttt s abeesabe e e abeesabeesaseeeabeesaseesabeeaaseeeabeeeaseeeabeeeaseeeabeeaaseeeab et e as e e e abeeeaseeeabeeemseeeab et e aseeea ket emseeea b e e emseeeabeeeaseeeabeeemseesabbeeseeeabaeeneeenbaeennnennn 16
EXHIBIT 17: NBFC = NET INTEIEST IMIAIZiN..cciiiiiiiiiiiieiee ettt e e e e sttt e e e e s sttt et e e e e s ssatateeeeeessaauateaaeeessassssbaeaeeeesesasssaeaeeeesessstesaaases sanstnsseaeesssansssseaaeeessenssssesaeeeesesssssesaeeesssssnnsssseeeesssnnnsssseneesssnnnsnne 17
ol N T o | O =) A Y =T g A Y - [ =41 POt 17
EXHIBIT 19: NBFC — OtNEr INCOME ...ciutiiiuiteiiteetee et ettt et e sttt ettt ettt s btesbe e s bte sttt s seesabeeaseesabeeaaseesabeeeaseeeabeeeaseesabeeeaseesab et e aseeeabeeeaseeeabeeeaseeeab e e e asee oo beeemseeeabeeemaeeeabeeeaseeeabeeemseesabeeensee e beeennneebeeennnennn 17
EXHIBIT 20: HFC — Other INCOMIE .eiiiiitie ettt ettt ee ettt e ettt sttt e e sttt e e eaube e e s uateeesubeeeeaasbeee s abaeeesabeeeeaasbeeesansaeesaabeeeeaasteeesanseeeeaabeeeeeas b e e e s aas b e e e aabbeeeeas b e e e s aseeeeaabeeeeeanbaeesaaseeeeaabaeeeasbaeesassaeesnnbaeeennnn 17
EXHIBIT 21: NBFC — Operating EXPENSE RaAtiO....cccciiiiiiiii e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e et eaeeeeeeeeereeeeeeerereeenanenans 18
EXHIBIT 22: HFC — OPerating EXPENSE RATIO ...uuuuiiiiiieiiiiiiiitiie e s e eseiiieee s e e e seitet e e e e e s setataeeeeeesasauetaaaeesssassstaseeeeesasanssaseeaeesesanssessaesesssanssssseesesssasssssenseesssesssssssseesssesssssssseeesssssnssssseeeeessnnssesseeseessnnssnnses 18
EXHIBIT 231 NBFC — Craait COSt. . uuuttiiiitttiiiteeieitiee e sttt e sttt e e ettt e ssutteeesubteeestteeesausteeesabaeeesastaeesausaeeeaabeeesaasteeesaasaeesaabaeeeaastaeesaaseeesaabeeeseasbaeesassteeeaabeeeeeasbeeesasateeeaabaeeeeanbaeesaasaaessabaeeessbaeesnssaeesnnbanesnnes 18
EXHIBIT 24 HEC — Credit COST . eeieutetiiiuitet ittt eeitite e sttt e ettt e e e ittt e sttt e e ssubteeesateeesusteessabeeeesasbeeesausaeeeabeeesaasbeeesansaeeeaabaee e e st e eesasseeesaabeeeeeasteeeeassteeeaabeeeeeasbeeesasateeeaabbeeeeanbaeesaseeeesabaeeeeasbaeesassaeesnabaeesnanns 18
EXHIBIT 25: INBFC = PBT ...eeiiuitiiitieetteeitteette st e s tee s bt e siteesbeesateesabtesabeesastesabeesaseesabeeaaseesabeesasaesabeesaseeeab et e aseesa b e e easeesabeeeaseeeab e e e as e e e ab et e aseeeabeeeaseeeab e e aaseeea ke e e mseeeabaeemseeeabeeemseesabaeenaeesabbeeseesabeeenseesnbaeennnennne 19
o 1 NS o O o - ) POt 19

ICRA LIMITED



ICRA
o a1 N A N 21 o O o N Rt 19
EXHIBIT 28: HFC = PAT ittietttiitte ettt estte et e e sttesteesteesabeesabaesabeesabeeeabeesasaesabeesabeesabeesaseeeabeeeaseeeabeeeasaeeabeeoaseeeabeeeaseeeabeeoabeeeab e e o aseeea ke e e aseeeabeeeaseeaabeeoaseeea ke e easeeeabaeemseeeabeeeaseeeabaeenseeeabeeeseesabaeesaesnbaesnseeenn 19
EXHIBIT 29: NBFC — RETUIN 0N AVEIAZE NET WOITN ...oeiiiiiiieeciii e cceeeecee ettt ettt e e sttt e e e tte e e s ttaeeesttaeeeasesesesasaeeasssaeeaasssseesassseeaassseeaansseeessssseeeansseeeanssaeeasnssaeesnsseeeanssaeesssseeeesnsseesanssnsesnssneeasnssneennnes 20
EXHIBIT 30: HFC — RELUIN 0N AVEIAZE NEE WOIEH ...ttt ettt e et e bt e s b et et e e s b et e b eesa b et e bt e s ab et e s e e s abe e e st e aab et e as e e s e b et e aseesa b et e st e e abeeeaseeeabeeeaneeeabeeeseeeabeeeneesabaeenneenane 20
EXHIBIT 31: Bank Credit to NBFCS @and HFCS (EXCIUGING PFIS) ....uiiiiiiiiiiiieeeeiiie e ceiteeesttee e ettt eeeeteeeestteeeeeataeesansaeeesssseeaasssseesnsseeasssseeaanssasessssseeaassseeeanssaesasnssaeeansseeeannsasessnseeeeansseesanssnsesassseessnssesennnes 21
EXHIBIT 32: NBFCHHFC NCD — INVESTOr-WISE BIrEAKUD ...cuvteitiiiitiietttitieeit ettt ettt ettt sttt ettt sttt e st e s bt e e aate s bt e e st e s beeaabeesabe e e st e s abe e e st e eabeeeaseeeabe e e seeeabeeeaseeeabaeeas e e eabeeeaseeeabeeeasee e beeeseeeabeeenneeebaeennnenane 21
EXHIBIT 33: PTC+DAM — Investor-wise Breakup Of FY2021 TranSaCiONS .......ccuiiiuiiiiierittt ettt ettt estte sttt e stte sttt et e sttt e sbeesabeeebeesabeeeseesabeeaaseesabeeaaseesabeeeaseesabeeeaseeeabeeeaseesabeeensee e beeeseesabeeeseesabeeenneenane 21
EXHIBIT 34: NCD ISSUGNCES DY NBFCS @N0 HFCS.....cuiiiiiiiieeeccitie e eciie e e ctiee e ettt e e seteeeestbaeeeessaeesassaaaasssssaaanssasesasssseeassssseanssssesssssesastssesanssaseansssaesansseaeanssseesnsseeeansseseenstasesssseeeansssesanssaeesasseeesanseeseanes 22
EXHIBIT 35: Rating-WiSe Breakup Of NCD ISSUGNCES ......cieruteiitiiiitieeitteeitte ettt estte sttt estte sttt ssee sttt sseesabeeeastesabeesaseesabeeaaseesabeeaaseesabeeeaseeeabeeaaseesabeeeaseeeabeeeaseesabeeeaseeeabeeeaseesabeeemseeeabeeeneesabeeeneesabeeennenane 22
EXHIBIT 36: NCD ISSUGNCES DY PrIVAtE NBFCS/HFCS.....uiotiitietietieeetestestesteetesteeseetestessesaestesuesseeseessessasseasessesseaseessensessensesssasessesssensensensessensesssessessensensessensesseaseensensensensensessessennsensensensensessessensesssensensen 22
EXHIBIT 37: CP ISSUANCES DY NBFCS @GN0 HFCS.....oiiiiiiiieiiiieeeecitte e ettt e e sttt e e ettt e e settaeeesateeeeaasaeeeassaaeaassasaaanssasesassaseeassseesanssssesssesesantseasanssaseansssaesansseaeanssaseasnsssesansseseenstasessseeeeanssseeessnsesasssaeesnsseeennnes 23
EXHIBIT 38: DEbt MF INVESTMENTS IN NBFC PAPEIS ...ceuteiitieetieitte ettt ette ettt e et e sttt e stte sttt s aee sttt s seesabeeebeesabeeeaseesabeeaaseesab et e aseeeabeeaaseeeabe e e aseesa b et easeesabeeeaseesabeeeaseeeabeeeaseeeabeeenseeeabeeeseesabeeeneesabeeennenane 23
EXHIBIT 39: PUDIIC NCD ISSUANCES DY NBFC/HFCS ... veiiveiitieeteeeeteeeiteeeeteeeeteeesteeeteeesteeeeteeesseeeabesesseeeabeseasaeeasesasseensssanseeessssasseeasesensesansesenseeeatesanseeentesenseeentasensesensssensesenseeeseeentseenseeenteeenseeentaeensseanes 23
EXHIBIT 40: SECUITLISATION VOIUMIES ....utiiiiitiiieetie ettt sttt estte sttt e it eebeessbeesbeeebeesabeesaseeeabeesaseesabeeeaseesaseeeaseesaseeeaseesateeeaseeeabeeoaseeeab e e e aseeeabeeoaeeeea b eeeaseeoabeeembeeoabeeemseeeabeeeaseeeabeeenseeeabeeensaeenbaeenseeenbaesnsneans 24
EXHIBIT 41: TrENd iN NBFC DEPOSIES .uuvveeiitieeeeitiireietteseiitteesesteeesetteeesstaeeeaasseeesasseeeessseeesasssesesasssesesssssesanssesssssssssesssssesasssssssasssssesssssssasssssssssssesssnssessanssssssssssesssnssessssnsesssssssesssssseesssssesessssseesssssessnnnes 24
EXHIBIT 42: TreNd i HFC DEPOSIES .. .uuuuviiiiieiiiiiiiiitiee e e e eieittteee e e e eseittteeeeeeeseatuataeeeaeesassstaseeeaesassssaaseasssasasstasssasssasanssssssesssssanssssssessessanssssssssesssanssssssssessssssnssssssssssesnassssssseseesnassssessesssnnnssssenseessennsnsnes 24
EXHIBIT 43: 3-year G-Secs Vis-a-ViS AAA NBFC @N0 HFC TrENGS. ....ccuuiiiicieeeeiiiteceiteeestteeessteeeeeteeeesteeeesasteeesasseeeesssaeesassseeesasseaeesssaeesanssesessssesssssenesansssssssnssesssnssessssnsesssssssesssnsseesanssesessseeeennsseeennnes 25
EXHIBIT 44: 90D T-bill Vis-3-Vis 90-0aY CP RATES O NBFCS/HFCS ......cccveitieitieiteeiteieeieeiteesteeiteeveeteeeteesteesteebeessesssesasesaeesseeasesaseeaseassesssaseesteesseeasesasesasesaeesseerseeaseeaseessenssenseenbeenseensesasesaeesaeeseenseentenns 25
EXHIBIT 45: Weighted Average Lending Rate of Banks on OULStaNding @Nd FrESH LOGNS .......ccuuiiiiiiiiieccciee ettt ettt ertte e e ettt e e e et e e e etbe e e setbaeeeeataeaeessaeeeaassaaeassbsseessasesassaaeeantaeseassaeesastaeesanseeeeannes 25
EXHIBIT 46: Quarterly Average CoF Remained Range-boUNG iN HL FY2022..........uuiiiiiiieieiieteecitee sttt e e ettt e seete e e sttt e esateeesaaseeeesssaeeeassseeesassseesansseeeassseeesansseeeansseesanseeessseeeesnsseesanssnnessnsnnessnsseeennnes 26
EXHIBIT 47: Capital Profile (Net WOrth/AUM) REMAINS AGEGUATE ........ccvveitieitieiteieeieeiteesteeete ettt etteeteeeteeeteebeeseessesaeesasesseeaseeseeaseassesssaseesteesseeasesasesaeesaeeaseerseeaseeaseessenssenseenbeenseensesasesaeesaeesseenseensenns 26
EXHIBIT 48: Coverage — Overall Liquidity/3-month Principal REPaYMENt @S 0F DEC 2021 ......cueiiiueeeitieeitieeiteeeetee ettt eeteeeeteeesteeeeteeesteeebesesseeeatesaasasetesesaeeasaseasssesssensesensseeasssetseensseesseenseeesaeenseeenes 27
EXHIBIT 49: Coverage — Overall Liquidity/3-month Principal REPayMENT @S OF IMTAr2021 ..........ccviiuieiteeeteeteereeiteeeesteeeteeeteeseeseetseeteeese e beesseessesasesasesseesseeseeaseeaseesseessenbsenbeesteessesnsesaeesaeenseenseenrenns 27
EXHIBIT 50: Retail-NBFC AUM — QOQ GIrOWLEN TIENAS .o.uiiiiiiiiiie ettt sitee ettt ettt e sttt e e sttt e sttt e e e s bteeeeubeeesusaeeesabeeeesasteeesausaeeeaabeee s e s beeesaabeaeeaabbeeeeasbaeesaaaeeeeaabbeeeeanbaeesssaeessabaeeeesbaeesassaeesnabaeeennnes 29
EXHIBIT 51: Retail-NBFC AUM YOY Growth Trends @nd OULIOOK .......coouiiiiiiiie ettt ettt ettt ettt e e sttt e e s a bt e e s abteeesa bt e e e e asbeeesaabteeeaa bt eeeaas b e e e saseeeesabbeeesanbaeesasaeessabaeeesasbaeesassaeessbaeeennes 30
EXHIBIT 52: Retail-NBFC Growth Drivers — Sequential QOQ GrOWLEN TIENAS ....iiiueiiiiiiiieeeiiet e ecttee st e e et e st ee e e st e e s eaeeeesasseaeasstaeeaassseeeansseeeassseeeanssseeanssaeeansseesanseeesasseeesanssnesassnsesanssnessnssneennnes 30
EXHIBIT 53: ASSET Class-WiSE YOY GrOWEN TrENMS ... ...ciiiiiiieiiiiie ettt ettt ettt ettt e sttt e e sttt e e s ubteeesu bt e e e sasbeeesaueaeeesabaeeeeasteeesaaseeeeaabeeeeeasbeeesassteeeaabeeeeeas b e e e sasaeeeeaabbeeeeanbaeesasaeeesabaeeesasbaeesassaeessabaneennne 31
EXHIBIT 54: G0+ DA OFf KEY ASSEE ClASSES ...eeeeiuiiiiiiiitieeiiitieeeeittteeeetteeesitteeeeetteeeseseeaestaeaeaasssseaasssaaasssssaaaassasesassssaesnsssaaanssssesasssaaeantssesanssssessssaeeansssaeanssaeeanssaeeansseseessasesasseaeeansseseassaeesassaseaassasannnes 32
EXHIBIT 55: 90+ DPA Of RETAI-NBFCS. ...cccuttiiitiiiiieeiteeetteertte ettt ettt ettt stte sttt s bt e sttt sbte sttt s aeesabee s beesabeeeseesabeeaaseesabeeaaseesabeesaseesabeesaseesabeeeaseesabeeemseeeabeeemseeeabaeemseeeabeeemseesab e e enseeeabbeesaesabaeenneeenbaeannneann 32
EXHIBIT 56: Retail-NBFC — Profitability PrOJECTIONS .....cciiiiiieeiiii ettt eet ettt e ettt e e ettt e e e etteeeesbeeeeeatbeeeeeasaeaesabaeaaassasesassaaaeastssaaansssseasssaeeansssaeanssseeasssaaeansseseenssaseeasssaeeansseaeassasesasseseaanseneeanes 33

ICRA LIMITED



ICRA
EXHIBIT 57: Retail-NBFC — Return on Equity Trends @nd EXPECTATIONS .......ciiiuiiiiiiiiieiiit ettt et e b et e b e s bt e bt e s b et e bt e s bt e e bt e s e b et e b e e s bt e e bt e sabe e e st e e abeeeaseesabeeeseeeabeeeseesbeeeneesabaeenneenane 33
EXHIBIT 58: DOMESTIC CV INAUSTIY GrOWEN PrOSPECES .....uiiiiiiiiiiiiiciiee e ittt e ettt e e sttt e e sttt e eetteeeeeatseeesataeeeasstaeesansaeeeassseeaasssseesssseeeassseeaanssaeeansseeeansseeeanssaeessnssaesansseeeanssasessseeeesnsseesanssneesassseessnssasesnnes 35
EXHIBIT 59: AUM MOVEMENT Of NBFC-CV SEEMENT ....ciiiiiieieiiii e ccitee e itiee e ettt e eeteeeesteeeeatteeeeeassaeasatseaaasssesesassseeaassseeaasssssesssssessnsseesanssasesnssseesassseesansssesanssseeeanssseeanssasesssseessnsseesanssnsesssssseasnsseeesnnes 36
EXHIBIT 60: YOY AUM Growth Trends OFf NBFC-CV SEEMENT ........eiiiiiiiiieiitiieitte ettt ettt ettt ettt e et e sttt esutesbe e e sbeesabeeabeesab et s aseeeabeeeseesabeeeaseesabeeeaseeeabeeeaseeeabe e e st e e abeeeaseesabeeeseeeabeeesbesabeeeneesabaeennnennne 36
EXHIBIT 61: 90+ DPU/GS3 fOr INBFC-CVS ....eeutieuieieiesieestiesieesteeteeteestesseesteessesssesssesssesseesseesseasseasssassssssenssessesssesssesssesssesssesssesseenssenseessesssessessenssesssessssssssssessseesseenseesseassesssesseessenssenssesssesseesseessesssennsenns 37
EXHIBIT 62: Retail Vs Wholesale Trend iN DOMESTIC PV S@lES......coouiiiiiiieeieiit e ciitee e sitee e sttt sette e e sbeeeesate e e seataeeesabaeeesaseeeesasaaeeaateeesaastaeesasseeeeansaeeeaasseee s asaaesansaeeesantaeessseaessnsaeesassaeesnssaeesnsseeennnns 38
EXHIBIT 63: PV INAUSEIY IMArket — GrOWLEN ESTIMAtES ....ciiuiiiiiiiitiietit ettt ettt ettt ettt ettt et e ettt e e bt e bt e sttt e bt e sabe e e bt e e ab et e st e s abeeeaseeeabe e e aseesabe e e aseeea ket e aseesabeeeaseeeabeeeaseeeabeeenseeeabeeeseesabeeeneesabeeeneenane 38
EXHIBIT 64: AUM MOVEMENT IN NBFC-PV SOBMENT ...ttt e et e e et e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e et e e e e et e e et et e e et et eeeeeeeeeeeteeeeeeeeerenenenenens 39
EXHIBIT 65: 90+ DPA MOVEMENT IN PV SEEMENT ....eeiieiiiiieeieitiee e cittee e sttee e sttt e ssttteeessteeeesssteeeeassaeeesssaeesaasseeesssaeeesssaeeeassseesssseaeessteeesansseeesssssesesnsanesanssesssnnssesssnssesssnnsesssnsseesssnssnessnssneesnseeeesnseeesnnnes 39
EXHIBIT 66: AUM MoVEMENT Of NBFC-LAP + SIVIE SEEMENT.....oitiiiiiiiiieeitte ettt ettt ettt et e ettt e sttt et te sttt e b tesab et e beesab et e aseesabeeeaseesabeeaaseesabeeaaseeeabeeeaseeeabe e e st e e abe e e st e sabeeanseeeabeeeseeeabeeeneesnbaeennnennne 40
EXHIBIT 67: 90+ DPpd MOVEMENT IN LAPHSIVIE SEEMENT.......uiiiiiiiiiiiiiiiieet e e scittt e et e e e sertt ettt e e e sesttaeeeeeesesaaetaaaeeeeaaaaastaaaaasesesassssaaesaaesanssssseesasssansnstseseesssesssssssssssesessnsssssesesssssassssseesesssnnnssssenseessannnnsne 40
EXHIBIT 68: GOId PriCe IMOVEMENT (RS. PEI BIAM) c.uuiitieiieteeteeteettesteesteeteetesutesutesueesueesseenseaseesatesseasseenseentesasesasesaeesaeesseenseensesaeeaaseaseenseenseenseemsesatesaeesaeeaeemeeemseanteaseeesee s e enseenseensesaeesaeesaeanseenseansenns 41
EXHIBIT 69: AUM Movement in NBFCS — GOIA LOGN SEEMENT......c.uuiiiiiiiiieeiiieeieiteeesttee e ettt e seteeeesteeeeeastaeesassaaaessssseaasssseaasssseeastssasanssasessssaeaassssasanssasesnssaeeansssseanssasesasseaesansseeeanssasesasseeeeansseeennnes 41
EXHIBIT 70: 90+ Dpd (1agged) MOVEMENT IN GOIA LOGN ... ..iiiiiiiiiiiiiiee e iiiee e ettt e ettt e e et e e e e stteeeeettaeeesbaeeeastaeesaasaaeaassseeeasssssessssseaastseesanssasesssssaeeassseeeanssaesanssaeeanssseeanssasessseeeeansseeeassasesansaeeeasseeennsns 41
EXHIBIT 71: Trend in YEArIY DOMESEIC 2W S@IES .......uviiiiiiiieeeciie e cetees e sttee e ettt e sttt e e e s te e e e s e teeeeeataeeesstaeeeaasseeeasseeeeassseeeassseeesasseaeessseeesansseeeansseeeenseeesansseeessnseeeeansseeeannseeeasseeeeansaeeeanssneesnssneeannssnsnannns 42
EXHIBIT 72: Monthly Trend in WHoIESalE @Nd RELAI SAIES .....ccciii ittt e et e e e e e e sttt e e e e e s e sttt aaeeeeeesaa st s taaaeaeesassseaesaaessaasssteasaeessassnntesseeeesesanssaasaeeseesaassesseeeesssannssssnnseessennsssres 42
EXHIBIT 73: AUM MOVEMENT IN NBFC 2W SEEIMENT ..eiiiiiiiiiiitete ittt e s e sttt e e e e s se ittt e et e e s sesatteeeeeessasasataeeeesesasansbateeaeesesasssasaaesesssasssssseaeesssassssseaaeesssasssssesaeesesssssnsesseeesssssassssseeeesssnnsnsseesesssnsnsnsne 43
EXHIBIT 74: 90+ DPd MOVEMENT IN 2WW SEEMENT .. .eviiiiiiieeeeiiie e ettt e e stteeestteeesetateeesateeeessteeesassaeeesssaeeeassseeessseeeesssseesassseessnseeeessseeesansseeesnsssesessseeesanssesssnsssesssnssesssnnsesssssssesessseesanssneesnseeeennssessnnnes 43
EXHIBIT 75: Annual Trend in Tractor DOMESTIC SAIES VOIUME ..o ittt ettt et e e ettt e sttt e e s bt e e e e bttt e s ubteeeaubaee s e st e e e s anb e e e s aabaeeeeasbeee s aseeeeaabbeeeaaabaeesaseeesaabaeeeaasbaeesasseaesnabbeeennne 44
EXHIBIT 76: AUM MOVEMENT iN NBFC TraCtor SEEMENT. .. .uiiiiiiiiiiiiiiittt e e e sttt te e e e e serirt ittt e e e s s suateeeeeessasastatateeesasaasbetaeaeesesassesaaesesssasssnsseasesssassssssseesssssssssssseesssssssssesseeesssssnssssseesessssnssssenseessnnnsnnse 44
EXHIBIT 77: 90+ DPd MOVEMENT IN TraCtOr SEEMENT ..eiiuuiiiieiiiteeittee e ittt e eetteeesetteeesteeeeassseeesassaeeesssaeeeaasseeesasseeeesnsseesassssessasssaeesssseesanssesssssssessssssnesasssssssnsssesesnssessenssessssssseessnsseesenssseesssseeesnnssessnnnes 45
EXHIBIT 78: DOMESTIC IMCE VOIUME TIENAS ..eeeitieiieitieeeiitee ettt e sttt e sttt e e ettt e s etbteeesubeeeeasteeesusteeasabeeeaaasbeeesaasaeeeaabeeeeeasbeeesanseeeeaabeeeeeas b e e e sasseeesaabeeeeeaa b e e e saaseaeeaab e e e e aaabaeesanseeeeaabaeeeasbaeesasnaeesnnbaeeennnee 46
EXHIBIT 79: AUM MOVEMENT iN NBFC CE SEEMENT ..ceiiiiiiiiitiieeiieiiiittee e e e e sttt et e e s seiate e et e e s sesaat e eeeeessasssstateeesssasassbasaeaeesesasssesaaesesssassnsseaeesssansssseaseesssessssseseeesessssassssseesesssssssesseeeesssnnsssseesesssnsnsnnnes 46
EXHIBIT 80: 90+ DPd MOVEMENT IN CE SEEMENT....ceiiiiiiiiiiiiiiiet e e eictittee e e e e eectte e e e e e e seettteeeeeeesastattaaaeaeeeasasstassaaaesasanstssssasesesanssssasesaassansssssessaessanssstesssesssasssntssssaeesessstasaseessesaassssseseessannssssnnseessanasssen 46
EXHIBIT 81: Trend in Rating Changes fOr NBFCS @NT HFCS .....cc.oiiiiiiiiiiii ettt ie s e e e eecit et e e e ee sttt e e e e e e sesaaataeseeeeeesaastaasaaaeaesasbeaaaesaaesaassseseseaessaasssteaseaeesesansssasaeeseannssasaaeaseesaassssseessessanssssnnseessennnsens 48
EXHIBIT 82: Key Rating ACtions DY ICRA IN L11IM FY2022 .....ccocciiieeeiieeeiittee e ettt e seeeee e s teeeesssteeesassaeeesasseeeasstesesasseeeesssseesanssseesassseeesssesesanssssesssssesssnsssssansssssssnssssesnssssssnssesessssseessnssessanssneessssseeesnssesennnes 48

ICRA LIMITED



ICRA

RETAIL-NBFC OUTLOOK - STABLE

AUM growth estimated at 5-7% for
FY2022; expected to improve to 8-10%
in FY2023

Earnings to remain moderate in FY2022
with revival expected in FY2023

Liquidity and capital remain adequate

ICRA LIMITED

Retail non-banking financial companies (Retail-NBFCs; excluding Housing finance companies) are expected to witness an improvement in
the growth in the assets under management (AUM) in FY2023 to 8-10% vis-a-vis the growth of 5-7% estimated for FY2022. Growth was
hampered in FY2022 by the decline in the AUM in Q1 while it improved in Q2 and Q3, resulting in overall growth of 4% in 9M FY2022. The
asset quality is expected to improve from the December 2021 levels. ICRA expects the gross stage 3 (GS3) to moderate by up to 80 basis
points (bps) over Q4 FY2022 and FY2023 from the current level. The overdues by the end of March 2023 are expected to be marginally above
the pre-Covid-19 pandemic level. However, the performance of the restructured book remains a monitorable. The standard restructured
book, as of December 2021, moderated by about 50 bps from the peak level in September 2021.

The earnings performance of the segment has improved since Q1 FY2022 and the sector reported strong profitability indicators in Q2 and
Q3 FY2022 as the credit costs moderated. Credit cost was the key reason for the subdued earnings performance in FY2021. The return on
managed assets (RoMA) is expected to be 2.2-2.4% in FY2022 and reach the pre-Covid level of 2.7-2.9% in FY2023. Entities continue to
maintain adequate liquidity while capitalisation is expected to remain commensurate in relation to the growth expectations for FY2023. The
outlook on the sector has been revised to Stable from Negative in view of the expected improvement in earnings, asset quality and AUM
growth.

e AUM growth stood at 4% in 9M FY2022: Retail-NBFC AUM growth revived as disbursements picked up in Q2 and Q3 FY2022. However, the
overall growth in 9M FY2022 was muted at ~4%, given the contraction in Q1. Muted disbursements and the rundown in the existing
portfolio due to repayments led to the relatively sharper year-on-year (YoY) fall in the AUM in Q1 FY2022 with the second wave of the
pandemic disrupting businesses. As disbursements picked up in Q2 and Q3, supported to an extent by pent-up demand, the AUM grew by
2.8% and 3.6%(sequentially QoQ), respectively, during the above-mentioned quarters. ICRA estimates the AUM growth for the sector at 5-
7% for FY2022 with the same expected to improve to 8-10% in FY2023 on the back of two years of low growth, assuming there are no
further disruptions that would impact businesses.

e Asset quality indicators expected to improve in FY2023: The GS3 moderated in Q2 FY2022 from the peak in Q1 FY2022; it had increased
significantly by about 150 bps in Q1 FY2022, the sharpest in the recent past. As of September 2021, the GS3 was still about 100 bps over
the March 2021 level and remained at a similar level in December 2021 as some asset segments had witnessed an increase in overdues.
Moreover, some entities had aligned their GS3 reporting with the tightened non-performing advances (NPA) reporting, which was indicated
by the Reserve Bank of India (RBI) via its clarification in November 2021. As the impact of the surge in infections witnessed in Q3/Q4 was
modest on businesses, the asset quality is expected to improve vis-a-vis the December 2021 levels. ICRA expects the GS3 to reduce by up
to 80 bps in FY2023 from the current level. Overdues are expected to be marginally above the pre-Covid level by the end of March 2023.
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The performance of the restructured book, however, remains a monitorable; the standard restructured book, as of December 2021,
moderated by about 50 bps from the peak level in September 2021. The provision levels remain high, notwithstanding the moderation
from the June 2021 level, and stood at 1.6x of the pre-Covid level for NBFCs.

e Earnings remain strong; expected to reach pre-Covid level in FY2023: The earnings performance of Retail-NBFC remained strong in Q3
FY2022, supported by the moderation in the credit cost, which remained stable (1.6%; quarterly annualised) and substantially lower than
the level witnessed since the start of the pandemic in Q4 FY2020. Interest margins remained range-bound during the pandemic on the back
of the fall in the cost of funds (CoF) and stable business yields, even when the NBFCs carried high on-balance sheet liquidity and faced low
credit growth. Going forward, considering the high provision buffers and the expected moderation in overdues, credit costs, which were the
key reason for the earnings pressure during the pandemic, are expected to trend downwards. This would support the earnings performance.
Inflationary risks would push up the CoF (weighted average CoF to increase by about 50 bps in FY2023) and entities would face higher
operating costs vis-a-vis the pandemic period on account of improvement in business volume, higher collection efforts and other expenses
towards the tightening of systems and information technology (IT) to meet various regulatory and business requirements. Nevertheless, the
expected moderation in the credit cost is expected to offset the same and support earnings (net profitability — RoMA), which would be close
to the pre-Covid level of 2.7-2.9% in FY2023. The performance is expected to remain moderate in FY2022 on account of the weak Q1
performance.

e Adequate capital and liquidity profile: The capital profile of Retail-NBFCs has improved consistently over the last 2+ years as growth slowed
(around 5% in FY2021 and ~4% growth in 9M FY2022) but the return on capital was higher (10-11%). Further, some entities raised capital
over the last two years in view of the uncertainties on account of the pandemic. The capital profile of this segment is currently adequate,
considering the growth outlook, and ICRA does not expect significant capital requirement for the segment over the near term. Entities
continue to maintain a liquidity buffer (on-balance sheet (on-B/s) + sanctioned credit lines) adequately covering the repayments for the
next three months. As the operating environment stabilises, the entities may choose to reduce their on-B/s liquidity.

e In view of the trend witnessed in the earnings and growth and the further expected improvement in the earnings, asset quality and
growth in the FY2023 the credit outlook on the Retail-NBFC sector has been revised to Stable from Negative.
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ICRA Limited (formerly Investment Information and Credit Rating Agency of India Limited) was set up in 1991 by
leading financial/investment institutions, commercial banks and financial services companies as an independent
and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange.

Alliance with Moody’s Investors Service

The international Credit Rating Agency Moody’s Investors Service is ICRA's largest shareholder. The participation of
Moody's is supported by a Technical Services Agreement, which entails Moody’s providing certain high-value
technical services to ICRA. Specifically, the agreement is aimed at benefiting ICRA’s in-house research capabilities,
and providing it with access to Moody’s global research base, The agreement also envisages Moody’s conducting
regular training and business seminars for ICRA analysts on various subjects to help them better understand and
manage concepts and issues relating to the development of the capital markets in India. Besides this formal training
programme, the agreement provides for Moody’s advising ICRA on Rating-products strategy, and the Ratings

business in general,

The ICRA Factor

Our services are designed to

* Provide information and guidance to institutional and individual investors/creditors;

* Enhance the ability of borrowers/issuers to access the money market and the capital market for tapping a larger
volume of resources from a wider range of the investing public;

* Assist the regulators in promoting transparency in the financial markets;

* Provide intermediaries with a tool to improve efficiency in the funds raising process,
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