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APAC Financial Services Private Limited: Rating reaffirmed; rated amount enhanced

Summary of rating action

Previous rated amount Current rated amount . . Financial sector
Rating action

Instrument*

(Rs. crore) (Rs. crore) regulator®
Long-t.erm fund-based 1,500.0 1,800.0 [I;RA]A (Stable); reaffirmed/ RBI
bank lines assigned for enhanced amount
Total 1,500.0 1,800.0

*Instrument details are provided in Annexure |
#The Securities and Exchange Board of India’s (SEBI) grievance redressal/dispute resolution and SEBI investor protection mechanisms such as SCORES and ODR
shall not be available for activities and instruments that fall under the regulatory purview of financial sector regulators (FSRs) other than SEBI

Rationale

The rating reaffirmation factors in APAC Financial Services Private Limited's (APAC) improving scale of operations and
profitability, along with its ability to maintain a comfortable capitalisation profile and contain the deterioration in the asset
quality amid portfolio seasoning and the challenging operating environment. The company primarily operates in the micro
loan against property (micro LAP) borrower segment with an average ticket size (ATS)? on disbursements of ~Rs. 6.0 lakh per
borrower in FY2026 and ~Rs. 6.4 lakh in Q1 FY2027. The average lending rate was ~22% with a loan-to-value (LTV) ratio of
~45%. Capitalisation remains supported by the net worth of Rs. 1,211 crore, modest gearing of 1.1 times and the capital-to-
risk weighted assets ratio (CRAR) of 40.8% as on March 31, 2026, providing adequate headroom for the planned scale-up of
the loan book. APAC’s profitability has improved steadily in recent years, supported by the expansion in operations, with profit
after tax (PAT)/average managed assets (AMA) and return on average net worth (RoONW; PAT/average net worth) of 5.0% and
11.1%, respectively, in FY2026 compared to 4.9% and 10.9%, respectively, in FY2025 and 3.8% and 8.6%, respectively, in
FY2024.

The above strengths are, however, constrained by APAC’s moderate scale of operations and the modest credit profile of the
target borrower segment. The reported headline asset quality metrics witnessed an uptick in FY2026 amid the challenging
operating environment and progressing portfolio seasoning. Nonetheless, the company was able to contain the deterioration
in the asset quality with gross stage 3 (GS3) and net stage 3 (NS3) of 2.5% and 1.3%, respectively, as of March 2026 compared
to 1.2% and 0.7%, respectively, as of March 2025. Although credit costs/AMA increased to 1.5% in FY2026 from 1.1% in FY2025,
the same remains within the long-term guided range of 1.5-2.0%. Further, the solvency ratio, characterised by NS3/net worth,
stayed healthy at 2.6% as of March 2026. The asset quality risks are partly mitigated by the secured nature of the loan book,
moderate LTV levels, granular exposures and the high share of collateral in the form of self-occupied residential property
(SORP). ICRA also notes that recoveries from the underlying collateral could be prolonged and may entail some loss of principal
(in compromise settlements), despite moderate LTVs, given the location and nature of the collateral. ICRA notes that the
company forayed into the small LAP segment in Q1 FY2027, which has a relatively higher ticket size of Rs. 20-25 lakh per
borrower with lower yields compared to the existing loan product. This segment would be an ancillary offering to the micro
LAP segment.

ICRA continues to take cognisance of APAC’s geographically concentrated operations with the top 3 states accounting for 75-
80% of the AUM on a consistent basis. However, the company’s entry into Uttar Pradesh in Q1 FY2027 is expected to support
gradual diversification, although the scale-up is likely to remain calibrated in the near term. Further, APAC’s resource profile
remains moderately diversified, with primary dependence on bank/financial institutional funding. Nevertheless, comfort is
drawn from the significant expansion in its lender base since FY2023, including relationships with larger private and public

1 ATS on the overall loan book was ~ Rs. 4.7 lakh per borrower in FY2026
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sector banks, and the availability of funding at competitive terms. Going forward, APAC’s ability to achieve the planned AUM
growth while maintaining healthy asset quality, as the portfolio seasons, would be imperative to sustain the improvement in
profitability. Moreover, maintaining comfortable capitalisation with prudent leverage and building a well-diversified resource
profile on competitive terms will continue to be important from a credit perspective.

The Stable outlook reflects ICRA’s expectation that APAC will continue to maintain a comfortable capitalisation profile and
profitability trajectory notwithstanding the challenging operating environment.

Key rating drivers and their description
Credit strengths

Comfortable capitalisation — APAC’s capitalisation profile remains comfortable, supported by the net worth of Rs. 1,211 crore
and modest gearing of 1.1 times as on March 31, 2026. The CRAR stood at 40.8% as on March 31, 2026, well above the
regulatory requirement of 15%, providing adequate headroom for the planned scale-up of the loan book over the near-to-
medium term. The capital position was augmented by the entry of institutional investors, Norwest Capital LLC (Norwest) and
Rajamahendra Chola Limited (Creador), which infused Rs. 700 crore in aggregate for a 16% stake each. This consisted of a
primary equity infusion of Rs. 400 crore in FY2024 and a secondary equity transaction of Rs. 300 crore in FY2025. Multiples
Alternate Asset Management has been associated with APAC since 2018. It continues to hold a 20% stake in the company via
its Continuation Fund — Multiples Plenty Private Equity Gift Fund. ICRA notes the management’s stated intent to maintain
prudent capitalisation, with the gearing not expected to exceed 3 times over the medium term. The absence of dividend
payouts till date and the improvement in profitability in recent years have also supported internal capital accretion.

Improving profitability — APAC’s profitability has increased steadily in recent years, supported by the scale-up in operations,
with its AUM expanding at a compound annual growth rate (CAGR) of ~43% during FY2022-FY2026. The company reported a
PAT of Rs. 127 crore in FY2026 compared to Rs. 110 crore in FY2025 and Rs. 62 crore in FY2024. The profitability indicators also
improved, with PAT/AMA and RoNW of 5.0% and 11.1%, respectively, in FY2026 compared to 4.9% and 10.9%, respectively, in
FY2025 and 3.8% and 8.6%, respectively, in FY2024. This was driven by the scale-up in the loan book, stable yields and improved
cost of funds, notwithstanding the low leverage. Operating expenses rose in FY2026, primarily due to the expansion in the
employee base owing to APAC’s entry in a new state, foray into the small-ticket LAP segment and strengthening of the
collections team in line with the growing scale of operations. Further, credit costs, which had remained benign till FY2025,
increased in FY2026 amid the challenging operating environment and progressing seasoning of the portfolio. Despite this,
APAC's profitability has remained on an improving trajectory. Going forward, the company’s ability to sustain the improvement
in the operating efficiency while maintaining tight control over credit costs, especially in view of the planned growth, will
remain important for continued improvement in its profitability profile.

Secured and granular loan book — APAC is a retail micro, small and medium enterprise (MSME) focussed non-banking financial
company (NBFC) with the stated objective of building a secured, low-ticket and granular portfolio. The entire loan book is
secured by property, with SORP accounting for over 95% of the underlying collateral. The ATS on disbursements stood at ~Rs.
6 lakh in FY2026 and ~Rs. 6.4 lakh in Q1 FY2027. The average LTV was ~45% while the average yield was ~22% for these loans
in FY2026. The door-to-door loan tenor is 6-10 years. In terms of collections, ~99% is through digital and banking channels.
ICRA notes that the company forayed into small LAP, which would be an ancillary offering to the micro LAP segment.

Credit challenges

Moderate scale with geographically concentrated operations — APAC’s scale of operations remains moderate, with AUM of
Rs. 2,406 crore as on March 31, 2026 compared to Rs. 2,108 crore as on March 31, 2025. The AUM growth moderated to 14%
year-on-year (YoY) in FY2026 as the company consciously recalibrated its growth strategy from Q4 FY2025 amid industry-wide
stress in the microfinance and unsecured lending segments. The cautious stance continued in H1 FY2026 as APAC anticipated
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a possible second-order impact from the stress in these segments, given the overlap of some borrowers, despite the absence
of any direct exposure. Nevertheless, its lending operations expanded at a CAGR of ~43% during FY2022-FY2026, supported
by the post-Covid-19 pandemic scale-up. This rapid growth has resulted in limited portfolio seasoning, notwithstanding the
gradually improving trajectory.

APAC’s operations remain geographically concentrated, with its presence limited to six states since FY2024. The top 3 states,
namely Tamil Nadu (49% of AUM as on March 31, 2026; 50% as on March 31, 2025), Andhra Pradesh (24%; 22%) and Rajasthan
(15%; 17%), accounted for ~88% of the AUM as on March 31, 2026, similar to the level as on March 31, 2025. This exposes the
company to region-specific risks and intense competition in some of its operating geographies, given the presence of more
established players. ICRA notes that APAC entered Uttar Pradesh in Q1 FY2027; however, the scale-up in this state is expected
to be calibrated over the medium term. The company added 26 branches in FY2026, taking its network to 231 branches as on
March 31, 2026 from 205 branches as on March 31, 2025, and plans to add another 30 branches in FY2027, including 8-10
branches in Uttar Pradesh. Its customer base also increased to 51,155 as on March 31, 2026 from 43,412 as on March 31, 2025.

Modest credit profile of borrowers; ability to maintain control over asset quality remains monitorable — APAC’s target
borrower segment primarily comprises micro and small business owners and self-employed individuals, who typically have a
modest credit profile and limited credit history. New-to-credit customers have consistently been in the range of 30-35% of the
AUM since inception. Given this borrower profile and its growth aspirations, APAC remains exposed to the incremental credit
risk inherent to its target segment. Further, recoveries from the underlying collateral could be prolonged and may entail some
loss of principal (in compromise settlements), despite moderate LTVs, given the location and nature of the collateral. ICRA
notes the company’s recent foray into small-ticket LAP, wherein the underlying borrowers include medium enterprises and
self-employed individuals with relatively longer credit histories. However, this product is expected to remain ancillary to the
core micro LAP offering and account for 5-10% of the AUM in the near-to-medium term. Accordingly, APAC’s ability to achieve
meaningful geographical diversification while keeping operating costs in check and maintaining good control over the asset
quality as the portfolio seasons and scales up will remain a key monitorable.

APAC’s GS3 and NS3 increased to 2.5% and 1.3%, respectively, as on March 31, 2026 from 1.2% and 0.7%, respectively, as on
March 31, 2025. On a 1-year lagged basis, the GS3 stood at 2.9% as on March 31, 2026 compared to 1.6% as on March 31,
2025. The asset quality indicators had remained benign historically; however, delinquencies increased in FY2026 on account
of the challenging operating environment, coupled with the progressing portfolio seasoning. Credit costs/AMA also rose to
1.5% in FY2026 from 1.1% in FY2025 owing to certain write-offs. Despite this, credit costs remained broadly within the
management’s guided range. Nevertheless, further pressure on delinquencies and credit costs cannot be ruled out with
increasing portfolio seasoning. The company has guided towards AUM growth of 25-30% during FY2027-FY2028. Its ability to
achieve the planned scale-up while maintaining underwriting discipline and good control over the asset quality will remain
monitorable.

Limited diversification in resource profile — APAC’s resource profile remains moderately diversified, with borrowings largely
from banks and select large NBFCs. Initially, the company’s operations were predominantly funded through equity, resulting
in limited dependence on borrowings. However, APAC has significantly expanded its lender base since FY2023, onboarding
some of the larger private and public sector banks. It had 23 banking relationships as on March 31, 2026 compared to 6 as on
March 31, 2022. The company has received enhancements in limits and higher tenor loans from existing lenders in FY2026.
The incremental cost of funds witnessed improvement in FY2026, with the management expecting further improvement in
the near term. The company may not issue non-convertible debentures (NCDs) in FY2027 due to the availability of term loans
from banks/NBFCs at competitive rates. While the company has not tapped into short term sources like commercial papers
for its borrowings requirements till date, it may evaluate external commercial borrowings (ECBs) and securitisation/direct
assignment opportunities in FY2027. As APAC continues to scale up its loan book, its dependence on borrowings is expected
to increase. Accordingly, its ability to build a well-diversified resource profile on competitive terms and maintain stable lender
access will remain critical from a credit perspective.
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Liguidity position: Adequate

APAC’s liquidity profile remains adequate with positive cumulative mismatches up to five years in its asset-liability maturity
(ALM) statement as of March 2026, supported by low financial leverage and sufficient on-balance sheet liquidity. The company
had borrowings outstanding of Rs. 1,379 crore as on March 31, 2026. Against this, it had on-balance sheet liquidity, comprising
cash and equivalents and unencumbered investments, aggregating Rs. 211 crore, representing 15% of borrowings as on that
date. Further, APAC had undrawn working capital limits of Rs. 45 crore and undrawn term loans of Rs. 59 crore, while
cumulative debt repayment obligations stood at ~Rs. 424 crore for the next one year (up to March 31, 2027). The on-balance
sheet liquidity is adequate to meet the repayment obligations for the next six months (up to September 30, 2026). The track
record of monthly collection efficiency of over 95% in FY2026 from the portfolio provides additional comfort.

Rating sensitivities

Positive factors — Sustained improvement in the earnings profile, with significant scale-up in the granular and secured lending
operations, healthy asset quality on an ongoing basis and meaningful diversification in the resource profile would be credit
positives.

Negative factors — A significant increase in the leverage (managed gearing of over 4 times) over the medium term or sustained
deterioration in the asset quality (90+ days past due (dpd) increasing beyond 5%), resulting in weakened profitability, would
have a negative impact.

Analytical approach

Analytical approach Comments

Applicable rating methodologies Rating Methodology for Non-banking Finance Companies
Parent/Group support Not applicable
Consolidation/Standalone Standalone

About the company

APAC Financial Services Private Limited (APAC) is a non-banking financial company (NBFC) registered with the Reserve Bank of
India (RBI). The company received its certificate of registration as a non-deposit taking NBFC from the RBI on February 21,
2018. It predominantly provides secured granular loans to micro and small enterprises. In Q1 FY2027, the company forayed
into higher-ticket LAP targeted towards medium-sized enterprises, although this product would remain ancillary to the primary
micro LAP offering in the near-to-medium term.

APAC has been promoted by Mr. Gunit Chadha (former Chief Executive Officer (CEO), Asia-Pacific and member of Global Group
Executive Committee, Deutsche Bank), who held a 42% stake in the company as on March 31, 2026. The key institutional
shareholders are Multiples Alternate Asset Management (via Multiples Plenty Private Equity Gift Fund) with a 20% stake,
followed by Norwest and Creador with 16% each. The balance is held by certain high-net-worth individual investors and
employees.

The company had 51,155 customers across 231 branches in six states as on March 31, 2026 compared to 43,412 customers
across 205 branches in six states as on March 31, 2025. It reported a PAT of Rs. 127 crore on total income of Rs. 521 crore in
FY2026 compared to Rs. 110 crore and Rs. 435 crore, respectively, in FY2025. The net worth stood at Rs. 1,211 crore with a
gearing of 1.1 times as on March 31, 2026.
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Key financial indicators (audited)

APAC Financial Services Private Limited FY2024 FY2025 FY2026
Total income 298.8 435.3 520.9
PAT 61.7 110.0 126.9
Total managed assets 2,056.7 2,400.1 2,683.7
Return on managed assets* 3.8% 4.9% 5.0%
Reported gearing (times) 1.1 1.2 1.1
Gross stage 3 0.8% 1.2% 2.5%
CRAR 40.9% 39.0% 40.8%

Source: Company, ICRA Research; All ratios as per ICRA’s calculations; Amount in Rs. crore
*Managed assets = Total assets + Impairment provisions

Status of non-cooperation with previous CRA: Not applicable

Any other information: None

Rating history for past three years

Current (FY2027) Chronology of rating history for the past 3 years
Amount FY2026 FY2025 FY2024
Type rated Rati Rati Bt
Long

[ICRAJA Aug 18, [ICRAJA Jun 28, [ICRAJA Sep 08, [ICRA]A-
(Stable) 2025 (Stable) 2024 (Stable) 2023 (Stable)

Long-term fund-based bank lines 1,800.0
term

Complexity level of the rated instruments

Instrument Complexity indicator

Long-term fund-based bank lines Simple

The Complexity Indicator refers to the ease with which the returns associated with the rated instrument could be estimated.
It does not indicate the risk related to the timely payments on the instrument, which is rather indicated by the instrument's
credit rating. It also does not indicate the complexity associated with analysing an entity's financial, business, industry risks or
complexity related to the structural, transactional or legal aspects. Details on the complexity levels of the instruments are
available on ICRA’s website: Click here

Annexure |: Instrument details

Date of Coupon Amount rated Current rating Financial sector

Instrument name Maturity

issuance rate (Rs. crore) and outlook regulator?

Long-term fund-
based bank lines
Source: Company;

NA NA NA NA 1,800.0 [ICRAJA (Stable) RBI

FSEBI’s grievance redressal/dispute resolution and SEBI investor protection mechani§ms such as SCORES and ODR shall not be available for activities and
nstruments that fall under the regulatory purview of FSRs other than SEBI

Please click here to view details of lender-wise facilities rated by ICRA

Annexure ll: List of entities considered for consolidated analysis
Not applicable
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ABOUT ICRA LIMITED

ICRA 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. The international Credit Rating Agency
Moody’s Investors Service is ICRA’s largest shareholder.

For more information, visit www.icra.in
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