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Summary snapshot

g’
o

Key Performance

Indicators

Growth of NBFC credit has moderated post pandemic to 8.1% on year; Revival observed in diversified NBFCs
Profitability of NBFCs to remain impacted due to elevated provisioning and operational costs; MFIs most hit; gold
NBFCs maintained high RoA of 6.2% despite decline

Higher NIMs for NBFCs at 5.2% on account of higher yields; CIR for NBFCs inching up to pre-pandemic levels

Bank financing continues to support NBFCs; Many large NBFCs raised capital post the pandemic; Securitization deals
starting to pick up

N A
ENNE]
NPA and Risk
Management

IRAC norms put into effect - daily recognition of NPAs and upgrading NPA accounts only after payment of all dues
Impact on collection efficiency low during the second wave; levels close to pre-pandemic
Restructured book of NBFCs has doubled to 4.2%

o

Advances
Deep-dive

Auto Loan: Growth on an upswing post second wave; asset quality stress worsens; New PVs and CVs continue to
dominate the book

Gold Loan: Continue strong performance; rising share of online loans

Personal Loans: Dominance of top players; swifter recovery in the segment post subdued last fiscal

Home, MSME and MFI Loans: Economic revival, government support and lower rate cycle to spur credit growth

Other trends

Usage of digitalization, tech enablement, data analytics gathering momentum

Fundamentals remain steady; regulatory clarifications to lead to an increase in GNPA; Regulations more closely
aligned with banks and would impact metrics of NBFCs

Partnerships to support mid-sized and emerging NBFCs; Focus on traditional segments to gain traction
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India’s FY22 GDP forecasted to grow within 8.5% - 10% YoY

Apr-Jun’21

India GDP growth forecast for FY22 (YoY,%)

Jul-Sep’21

Macro Indicators

Oct-Nov’21

SBI World Bank
World Bank SBI
ICRA ICRA
Care Ratings
Barclays s
IMF
S&P
RBI
RBI
S&P
Care Ratings Fitch
IMF ADB
Fitch Barclays

7.9% to 12.8%

Barclays
Fitch
IMF

RBI

UBS

SBI

ADB

8.3% to0 10.2% e o

8.5% to 10%

Data as of 21 Nov’21; Estimates likely to be revised further

Note: Upper-limit has been included where agencies reported forecast range
Source: Analyst reports, BCG analysis

I No change [l Downward revision [l Upward revision
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Macro Indicators

2021 Monthly Trend Summary: Select high frequency indicators witnessed
growth while others exhibited mixed trends in Sep-Oct’21 vs. previous month

Absolute MoM delta comparison of 2021 data(vs. previous month)

Indicator May Jun Jul Aug Sep Oct
@ ndustrial Activity

Mixed growth 6 Degrowth Q Growth

Power Consumption % ” 5 - ) o Indugtrial activity exhibited mixeq trends ir\ Sep-Oct’21 vs. .
P —— ‘ 5 2 ‘ o 1 previous month—Power consumption rema'med unchanged while
o of Industrinl Prod. ey . 2y 0 2y A fuel consumption grew; IIP recorded marginal MoM degrowth
@ Trade
Services Export 1% 14% 4% 3% 6% NA Services exports & imports improved; Merchandize exports
Services Import 3% % 3% 0% 6% NA grew for the second consecutive month while imports declined
Mer chandize Export 5% 1% 9% ‘ 2% 6% MoM
Mer chandize Impor t 6% 9% 1% 1% 20% 2%
e Logistics
E-Way Bills Generated 2% 3% 17% 3% 3% 8% Logistics indicators exhibited MoM improvement—JNPT traffic,
Railway Freight Originated 3% % 0% 2 4y 1% rail freight & E-way bills recorded substantial growth in Oct’21 .
JNPT Container Traffic ‘ ‘ ‘ 5% ‘ 10% vs. Sep’21 2
Air Freight 9% 0% 9% 2% 4% NA 8
e Sector -wise Impact é,
Steels Sales 7% 3% 0% 4% 5% 7% Some sectors grew while others fell in Oct’21 vs. Sep’21-Steel, =
Passengers Vehicle Sales -61% 137% 1% 1% 2% 5% passenger vehicle & 2W sales logged growth while life g
Two-wheeler Sales -63% 9% 16% 4% 1% 2% insurance recorded MoM degrowth S
Gross Premium (Life) . . . . 11% . §
© Macroeconomic Indicators Select macroeconomic indicators grew in Oct’21 vs. Sep’21— S
-I\[/-\(zZlRiZ: j;l)lic:r(;nvided g : : : g :: G Both GST collection & MGNREGA jobs provided withnessed MoM -
improvement >
©
Source: POSOCO, PPAC, MoSPI, RBI, Ministry of Comm. And Industry, GST Network, GST Network, Ministry of Railways, JNPT, AAl, NPCI, JPC, Ministry of Steel, SIAM, CMIE, mFMS, IRDAI, %
AIO@), American Chemistry Council, GST Council, Ministry of Finance, Controller General of Accounts, Ministry of Rural Development Projects Today, Bloomberg, NSE, BSE, HIS Markit; BCG ; é
anatysis O
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Key Performance
Indicators - Industry

Pandemic years have narrowed the growth gap between banks & NBFCs
NBFC growth has moderated post onset of the pandemic; Further revival expected in the second half

Player-group wise y-o-y growth in loan book

(%)

30 | 27.2%

5.3% = 8.1
6.2% 4.6% 7. 5/)
0
FY18 FY19 FY20 FY21 H1 FY22

— Banks =— NBFCs

Note: Analysis has been made based on 29 NBFCs (9 HFCs, 2 Gold, 3 MFland 15 Diversified NBFCs) and 30 Banks (12 PSU Banks, 10 Private-New and 8 Private-old banks)
Source: Capitaline, Quarterly Results, Investor Presentation, Annual Report, BCG Analysis
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Key Performance
Indicators - Industry

NBFCs lost market share in MFI and Gold loans in FY21; relatively stable share
. Change in share of player groups across asset class

across other segments
G B

100.0

8

53% | 54%

66% | 66% 0% | 80%

50.0
Il Banks

B NBFCs 47% 46% 43%
) 0 o o (o 40%
34% 34% 20% 20% 27% 23%

FY20 FY21 FY20 FY21 FY20 FY21 FY20 FY21 FY20 FY21

I I v B
INR lakh crore 22.2 15.4 - 4.7 2.6

1. MSME includes Loan against property, secured non-LAP MSME loans and unsecured MSME loans; 2. Autoincludes PVs new and used, CVs new and used, tractors, 2and 3 wheelers; 3. Share of
NBFCs in MFI include NBFC-MFI, NBFCs and Non-Profit MFls 8
Source: CRISIL research; BCG Analysis

0.0

Copyright ©2020by Boston Consulting Group. Allrights reserved.



Key Performance
Indicators - Industry

Profitability to remain impacted on account of elevated provisioning costs

-1

2.4%

2.4% Z.N
2.0% 1.7%=—— 1.7%

0.6% ﬁ8/)

0.0%/ 0.6%

--0.3%—-0.3% —"

FY18 FY19 FY20 H1 FY21 FY21 H1 FY22

20

10

-10

Return on Equity?

17%

: 16%
16% 1 o

1% 10%

7% 7%
-1%

4% A%

FY18 FY19 FY20 H1 FY21 FY21 H1 FY22

— Banks — NBFCs

1. Return on Assets is calculated as net profit/average assets 2. Return on Equity is calculated as net profit/average shareholders’ fund.
Note: Analysis has been made based on 31 NBFCs (10 HFCs, 2 Gold, 3 MFI and 16 Diversified NBFCs) and 30 Banks (12 PSU Banks, 10 Private-New and 8 Private-old banks)

Source: Capitaline, Quarterly Results, Investor Presentation, Annual Report, BCG Analysis
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Key Performance
Indicators - Industry

Higher NIMs for NBFCs on account of higher yields; CIR for NBFCs inching up to
pre-pandemic levels

— Banks — NBFCs

1. NIM is calculated as (Interest Income - Interest Expense)/Average Assets 2Cost to Income is calculated as Operation expense/ (net interest income + other income)

Operation Expense excludes "Net loss on fair value changes”, "Net loss on derecognition of financial instruments under amortized cost category”, "Net Transaction Exchange Loss" and/or
"Loss/write-off on Repossessed Assets and Assets acquired in satisfaction of debt” 10
Note: Analysis has been made based on 31 NBFCs (10 HFCs, 2 Gold, 3 MFI and 16 Diversified NBFCs) and 30 Banks (12 PSU Banks, 10 Private-New and 8 Private-old banks)

Source: Capitaline, Quarterly Results, Investor Presentation, Annual Report, BCG Analysis

Net Interest Margin' (%) Cost to Income Ratio? (%)
50%
49%
6 ; 50 | 48% . 47% 47%
5 2.0%  4.9% 4.9% 4.9% 5.0% 2% — i

4 40 3
3.0% 0 2.9% 5
. % 2.8% 9% ;
3oy 266 TTE — 31y 32% E
2 30 29% . 29% 31% é
]
1 2
0 20 E
FY18  FY19  FY20 H1FY21  FY21  H1FY22 FY18  FY19  FY20 H1FY21  FY21  H1FY22 8



Key Performance
Indicators - Industry

Moratorium and restructuring led to lower fresh slippages for banks and
reduction in credit costs; Asset quality of NBFCs worsened

— Banks — NBFCs

1. Credit Cost is calculated as provision and contingencies/average assets
Note: Analysis has been made based on 31 NBFCs (10 HFCs, 2 Gold, 3 MFI and 16 Diversified NBFCs) and 30 Banks (12 PSU Banks,10 Private-New and 8 Private-old banks)
Source: Quarterly Results, Investor Presentation, Annual Report, RBI, BCG Analysis

Credit Cost! (%) GNPA (%)
%
) (%)
3
2.4%
%O i ;
5 1.9% | 8 1.9% 1.9% ;
1.4% g
1.1% % g
0.9% T . °.5% 6.4% £
1 5.8% 6.1% — - 2
w% 6 .8% 3
0 0 g
FY18  FY19  FY20 H1FY21  FY21  H1FY22 FY18 FY19 FY20 FY21 8

11



Key Performance
Indicators - Industry

Most PSU banks traded at a lower valuation as compared to Private and

Non-bank peers

Price to book ratio (As on 30t September 2021)

Market Cap (INR in ‘000 crores)
(as on 30t September 2021)

°
PSU banks Private New banks NBFCs
10B @ Kotak Mah. Bank @ Bajaj Finance 12.9 @
>8l @ HDFC Bank Capri Global 5.6 e
Chola 4.8 @
Bank of Maha @ ICICI Bank 486
och o - HDFC 4.6
andhan @
Sundaram Fin 4.4 @
Central Bank m
Axis Bank @ Muthoot Fin 3.8 @
c
Indusind Bank @ Can Fin Homes 3.5 o .
Canara Bank Q 9
CreditAccess 2.7 @ %
IDBI Bank @ 2
BoB @ Poonawalla Fin  |2.3 Q E”
IDFC First @ E
PNB Manappuram Fin 2.1 @ ]
(&}
Indian Bank G Yes Bank  [U) o Shriram Trans |1 .5 @ §
Union Bank @ RBL [0 Q PNB HF 1| -2 @ E
Indiabulls HF (0.7 0 2
Bol | 2
Satin Credit (0,4 o S

N
N

Source: Capitaline; BCG analysis
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Key Performance
Indicators - NBFC Sector

MFIs most hit; gold NBFCs maintained high RoA despite decline of 70 bps

1. All the above #s are as a % of Average Assets, 2. Pre-provision profit may not tally due to rounding off error 3. Other Expenses include "Net loss on fair value changes”, "Net loss on
derecognition of financial instruments under amortized cost category”, "Net Transaction Exchange Loss" and/or " Loss/write-off on Repossessed Assets and Assets acquired in satisfaction of ﬁiebt"
Note: Analysis has been made based on 31 NBFCs: 10 HFCs, 2 Gold, 3 MFI and 16 Diversified NBFCs 4
Source: Capitaline, Quarterly Results, Investor Presentation, Annual Report, BCG Analysis

Particulars' UoM |H1FY22 H1FY21||H1FY22 H1FY21||H1FY22 H1FY21|| H1FY22 H1FY21||H1FY22 H1FY21

Net interest Margin (%) 2.8 2.6 7.7 8.0 11.7 12.8 9.3 10.9 5.2 5.2

Fee + Other Income (%) 0.6 0.7 1.3 1.2 0.2 0.5 1.3 1.5 0.9 0.9

Operating expenses (%) 0.5 0.4 3.4 3.2 3.3 3.7 5 5.4 1.9 1.7

Pre-Provision Profit?2 (%) 2.9 2.9 5.6 6.0 8.6 9.6 5.5 6.9 4.2 4.4 -

Credit costs (%) 0.7 0.6 3.5 3.7 0.3 0.3 4.8 4.5 1.9 1.8 E

Tax (%) 0.5 0.4 0.5 0.6 2.1 2.4 0.2 0.6 0.5 0.6 g

Other Expenses’ (%) 0.0 0.0 0.3 0.1 0 0 0 0 0.1 0.1 E
g

Return on Assets (%) 1.7 l 1.8 1.3 l 1.6 6.2 l 6.9 0.5 l 1.7 1.7 l 2.0 :;



Key Performance
Indicators - NBFC Sector

Revival in growth across MFls and diversified NBFCs; rate of growth impacted
on account of the second wave

Category-wise y-o0-y growth in loan book (%)

40 36%

24%
21%

18%

14% 14%

FY19 FY20 FY21 H1FY22 FY19 FY20 FY21 H1FY22 FY19 FY20 FY21 H1FY22 FY19 FY20 FY21 H1FY22 FY19 FY20 FY21 H1FY22
HFCs Diversified Gold Loan MFls NBFC Industry

Loan book as on
H1FY22 (INR lakh Cr) 17.8

Note: Analysis has been made based on 31 NBFCs: 10 HFCs, 2 Gold, 3 MFI and 16 Diversified NBFCs
Source: Capitaline, Quarterly Results, Investor Presentation, Annual Report, BCG Analysis 15
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Key Performance
Indicators - NBFC Sector

Profitability: Sharp drop driven by higher credit and operational costs

Return on Equity? by NBFC category

8 30
25%
6.2% 23%
6 | 5.5% 20%
= 20 +17%
11%

'oooooooooo.oooo-om 10%

7%

1.7% 10

-------- —~ 1.7%
1.3%
0.5% 2%
0 0

FY18 FY19 FY20 H1 FY21 FY21 H1 FY22 FY18 FY19 FY20 H1 FY21 FY21 H1 FY22

— HFCs - Diversified =— MFlIs Gold Loan ** NBFC Industry

1. Return on Assets is calculated as net profit/average assets 2.Return on Equity is calculated as net profit/average shareholders' fund
Note: Analysis has been made based on 31 NBFCs: 10 HFCs, 2 Gold, 3 MFI and 16 Diversified NBFCs
Source: Capitaline, Quarterly Results, Investor Presentation, Annual Report, BCG Analysis 16
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Key Performance
Indicators - NBFC Sector

NIMs remained broadly stable; lower CIR as NBFCs tightened cost control
post pandemic

Net Interest Margin' by NBFC category (%)

(%)

161 14.3% 0y

14 - ~_ 48%

12 e _— 38%

40 36Y% - 38%

10 -79.47;/)/\ - 9.3% 31% o \ O

8 — — 7.7% eeccese ...°'o.oooi0oo......o"ooo.oooo-oooc 31/)

6 |5.0% 5.2% 20 28%
'................................................ 14%

4 2.8% - — 15%

2 17.8%

0 0

FY18 FY19 FY20 H1 FY21 FY21 H1 FY22 FY18 FY19 FY20 H1 FY21 FY21 H1 FY22

— HFCs - Diversified = MFls Gold Loan ** NBFC Industry

" NIM is calculated as (Interest Income - Interest Expense)/Average Assets 2Cost to Income is calculated as Operation expense/ (net interest income + other income)

Operation Expense excludes "Net loss on fair value changes”, "Net loss on derecognition of financial instruments under amortized cost category”, "Net Transaction Exchange Loss" and/or
"Loss/write-off on Repossessed Assets and Assets acquired in satisfaction of debt”

Note: Analysis has been made based on 31 NBFCs: 10 HFCs, 2 Gold, 3 MFI and 16 Diversified NBFCs 17
Source: Capitaline, Quarterly Results, Investor Presentation, Annual Report, BCG Analysis
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Bank financing continues to support NBFCs despite challenges in funding for

smaller NBFCs

Commercial Paper issues have started to pick up pace

1.5 = Parent-backed = Retail-focused

1.0

0.5 4\/

TR

0.0 —
[ce] o o ()} (o)} o o o o -~ -~ -~ -~ o~ N
-~ e e e e o o~ o o o o o o~ o oN
s ¥ 5 ¥ ¥ £ £ £ £ £ £ £ &£ £ £
¥ OE & &5 ¥ £ & 5 0% £ & 5 05 0+ 5
o o o o o o o o o o o o o o o

issuances have also seen a rise

Key Performance
Indicators - NBFC Sector

Outstanding Bank funding continues to be strong

Rs lakh crore

9.4 9.4
8.2 9.0 9.0 8.8 8.8
] I I I I I I I

Mar-19  Sep-19  Mar-20 Jun-20  Sep-20 Mar-21 Jun-21 21-Sep

NBFCs have ramped up on deposits too

12% 13%
3 = Parent-backed == Retail-focused S ’
U n
2 2
a's
g8
1 G 8
c =
2
e o5 B ¥ 5B B & oL ok B E K|S
0 o o o o oo o o Jod o o o o o o
Note: For Commercial Paper (CP) and Bond issuance the data is indexed to 1 for issuances during Q4 FY18; CP issuances excludes IPO Financing 18

Source: CRISIL Ratings
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Securitization deals starting to pick up post the second wave; still halfway

from the pre-pandemic levels

New Segments gained traction in FY21;
Mortgage loans most dominant still

Key Performance
Indicators - NBFC Sector

Securitization deals gained traction in the
second quarter

Segment wise securitization transaction
% 2% % %
4% o 39 4% 59 3
12% ° 16% 12
o % 13%
i =

39% 42%

30% 24%

FY 16 FY 17 FY 18 FY 19 FY 20 FY 21 H1FY22

I others Gold Loan Vehicle
Il smallbusiness Loans M Microfinance Il Mortgage

Source: RBI; Capitaline; Press releases; CRISIL Research, ICRA Research, BCG analysis

Securitization volume (Rs. Bn)
800

300300
0

Q1FY Q3FY QIFY Q3FY QIFY Q3FY QI1FY Q3FY QIFY
18 18 19 19 20 20 21 21 22

19
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Key Performance
Indicators - NBFC Sector

Many large NBFCs raised capital post the pandemic to absorb the stress and on
account of favourable rate cycle

Select NBFCs

Capital to Risk-weighted assets ratio of NBFC players (%)

L L L @) ] L L © c c c c c c < c c al < c c c L v
5 T & £ T :g 2 8 [ i [ (s (e (i [ <) S 2 (i [ (i 5 @
[ o0 R) - wn © | r— = > )
= 2 2 T 2 3 g8 ©° & & § § £ T F E S5 5 © £ 8 §&§ 5 4
cfg o c 0 Q > — o — ) = © - 4; - (] e o o =
— © [ L — _‘g p = [aa] = 8 a % ) a bad o
= 2 S c > O © (1 c 3 a O o}
s = IS > = o £ U o = I c S
© - - wn o - o o =
O = < < o ] S
5 7 =
Credit Growth H1FY22 over H1FY21 (%)
10 34 -13 10 13 -6 -3 7 -26 78 -11 7 5 -8 12 18 12 -14 21 21 -2 8 18
[ 4
HFCs Diversified Gold Loan MFls

Source: Capitaline, Investor presentation, Press release, RBI, CARE Ratings, BCG Analysis
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IRAC norms will lead to spike
in NPA

- Classification of NPA accounts
basis day-end position

- Upgrade to standard category
only after clearance of all
outstanding overdues

- Treatment of delays in interest
payments on a 90-day overdue
basis for all NBFCs

NPA and Risk
Management

Gross and Net Non-Performing Loans (%)

........................

6.8%
6.1% 6.1%

....................

coe,

4.1%
3.4%
2.5% \\27%
Mar’ 15 Mar’ 16 Mar’ 17 Mar’ 18 Mar’ 19 Mar’ 20 %Mar’ 21

.
........................

Change in NPA norms from
180 to 90 days

Higher write-offs contained
the inch up in NPA in FY21

— Gross NPA — Net NPA

...................

cese

Deteriorationin asset quality despite recovery in collection and restructuring

of loans under 2.0 scheme

Source: RBI; ICRA, Analyst Reports, Press search; BCG Analysis

22
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NPA and Risk
Management

Higher number of NBFCs saw a deterioration in their asset quality

Select NBFCs

o Gross Non-Performing assets (%) o

Improvementin
asset quality

Deteriorationin asset quality

12.7

Poonawalla IIFL Fin CanFin  Aditya Shriram  HDFC M&M Fin Chola Fin PNB HF  LICHF Bajaj Fin Sundaram Shriram Muthoot Mana Fin Indiabulls
Fin Homes Birla Fin City Fin  Transport  Fin HF
Union Fin

PCR % (H1 FY22) B H1ry21 I H1FY22

Source: Investor Presentation, Analyst Report BCG Analysis 23
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NPA and Risk
Management

Impact on collection efficiency low during the second wave; levels close to
pre-pandemic

100 %
90 %
80 %
70 %
60 %
50 %
40 %
30 %
20%
10 %
0%

Collection efficiency (%)

B

Pre-pandemic
April’20
March’21
May’ 21
Sep’21
Pre-pandemic
April’20
March’21
May’ 21
Sep’21
April’20
March’21
May’21
Sep’21
Pre-pandemic
April’20
March’21
May’ 21
Sep’21
Pre-pandemic
April’20
March’21
May’21
Sep’21
Pre-pandemic
March’21
May’21
Sep’21

..>
I
o
o
o
—
(@)
Q)
-0

Unsecured

MSME'

A Pre-pandemic

Bl vehicle

[0)
|
[0)
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1. Include loans against property and unsecured business loans
Source: CRISIL Ratings



Restructured book of
NBFCs has doubled from
the March'21 levels to
~4.2% for NBFCs and ~2%
for HFCs

Slippages from the
restructured books
expected to be higher

Additional focus on
collections may impact the
expectation of a higher
credit growth in H2 FY22

NPA and Risk
Management

Collection Efficiency across securitized pools

Housing & LAP Vehicle 2-wheeler MSME Microfinance’
B Sep’ 20 M Aug’ 21

Post second wave of COVID which impacted recovery,
collections have zoomed back up

levels across asset classes
« Incremental slippages in delinquencybuckets see a decline

collection
Sep 21

Monthly ‘ ‘ « Monthly collection efficiency recovers to pre second wave

Note: 1. Microfinance Collection Efficiency is average efficiency for the month of September 2021
Source: CRISIL Research; Press Search; ICRA; BCG Analysis
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Valuations

Bajaj Finance with highest P/BV now joins 4 trillion m-cap club

Housing Finances

HDFC

Can Fin Homes
PNB HF

LIC HF

Repco HF
Indiabulls HF

GIC HF

00000086
O
00

Source: Capitaline; BCG analysis

Price to book ratio (as of September 30, 2021)

Bajaj Finance 12.9
Capri Global
Chola
Sundaram Fin
[IFL Fin
Poonawalla Fin
SCUF

M & M FS

Shriram Trans

Indostar Cap

0000000006

Market Cap (INRin ‘000 crores)
(as of September 30, 2021)

Select NBFCs

CreditAccess

Satin Credit

|

Muthoot Fin

Manappuram Fin

Gold Loan

|

00

©
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Advances deep-dive
(select products)

Housing loan: Loan growth in fiscal 2022 to be revived on account of economic revival

Housing loans credit growth slowed in

fiscal 2021, to rebound this fiscal

NBFCs housing loan book

Housing loan book : Bank- 66% NBFC- 34Y%

_— ~22.2 trillion 9,125-9,175
21% 8,300-8,350

7,630

CAGR
(FY18-20) FY20-21 FY21-23

% Book Growth (industry) 13% 8% 12%

Share of housing banks in housing loans to improve in FY22 and 17 Fvis V19 20 AOAE F22p F23p
FY23; Within NBFCs and HFCs the share of larger players to
improve Il Credit outstanding (Rs billion) == % y-0-y change

Copyright ©2020by Boston Consulting Group. Allrights reserved.

Source: CRISIL Research; BCG analysis 29



Advances deep-dive
(select products)

Housing Loan: Mid-ticket gaining share over the years within NBFC’s

Rs 25-75 lakh segment’s share increased from 36% in fiscal 2018 to 42% in fiscal 2021

Split of housing credit outstanding at NBFCs (%)

B Rs>75lakh 8 Rs 25-75 lakh M Rs 10-25 lakh I Rs<10lakh

Mid ticket segment did comparatively Timely interventions from the government
better post covid; impact more severe on position the housing finance segment to
affordable housing further grow
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Advances deep-dive
(select products)

Personal Loan: Loan growth to recover post subdued last fiscal

NBFC book growth to rebound in fiscal 22 and 23 amid
improving economic scenario

Personal loan book : Bank- 83% NBFC- 17%

= ~6.7 trillion

NBFC Personal Loan Book

(INR billion)
CAGR

(FY18-20) FY 2021 FY22-23

Disbursement 0 440 Eo
[ (@) ] arowth 38% 11% 40-45%
ﬁzu H Book Growth 38% 16% 27-30%

FY21 FY22 P FY23 P

Copyright ©2020by Boston Consulting Group. Allrights reserved.
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Advances deep-dive
(select products)

Auto Finance: New PVs and CVs continue to dominate the overall Auto
finance book

Auto finance outstanding ~Rs 8.6 lakh crore (FY21)

e Banks to outgrow NBFCs in
FY22 and FY23 on account of
being aggressive in retail
segments and lower asset
quality concerns

B Pvs-new Il CVs-new Il Two Wheelers Il Three Wheelers Tractors 0 PVs-used I CV-used

e Retail segments to continue Share of NBFCs

to perform and segments like »

3-wheelers and CV to come
to the fore in FY23
=— NBFC growth == Bank growth

' 7-9% 8-9%
» Better agricultural
sector performance and 6_/ 7-9%
rural demand to drive

two-wheeler and 4-6%
tractors segment 239

FY21 FY22 FY23

Copyright ©2020by Boston Consulting Group. Allrights reserved.
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Personal Loan: Dominance of top players will lead to swifter recovery — setectprodgucs)

in the segment

[
15.4%
30.5%
[

% share

3 BAJIAI Bajaj

HDB

jerton Fullerton

Rest of market

Total (Rs bn)

Note: E-Estimated; P- Projected
Source: CRISIL Research; BCG analysis

March’20

Share of small ticket personalloans (STPL) increasing in overall NBFC book

22.2%

29.4%

Advances deep-dive

<1L 1t-25. M 25050 HM 5750 M 7.50-100 @ >10 lakhs

Bajaj account for one-third of the NBFC personal loan market

FY 20
31

13

11

44
1,030

19.4%

29.6%

FY 21E
26

12

11

52
1,142

°
FY 23P
24

11

11
54
1,924

33

T
5
wv
4]
2
wv
4]
=
o
o
<
a
g
O
on
=
=
>
wv
c
5]
o
S
wv
<)
@A
>
a
o
IN
o
I
©
-
oy
2
-
>
a
5]
O



Advances deep-dive
(select products)

MSME Loan: Lower interest rates in addition to economic revival to
aid future growth

Credit outstanding of MSME at NBFCs (Rs bn) and segmental share Credit growth of LAP MSME (% y-0-y)

4,452

Share of NBFCs in LAP

== NBFC == Bank
21%

18%

16%

14%

10-12% 10-12%
o 5-7% 7-9%
FY17 FY18 FY19 FY20 FY21 FY22pP FY23P FY17 FY18 FY19 FY20 FY21 FY22p FY23p

I .Ap I Unsecured [ Secured non LAP  Non-banks MSME - - - - - - -

Credit growth of Secured non-LAP (% y-o0-y)

Credit growth of Unsecured MSME (% y-0-y)

Share of NBFCs in secured non-LAP Share of NBFCs in Unsecured MSME

25%
31%

= NBFC = Bank 29% = NBFC = Bank

25%
8-10%

8% 7-9% 14-16%

21% - 167
/6—- 8% 14-16%

) ” 3-5%

° 10-12%
FY17 FY18 FY19 FY22pP FY23P FY17 FY18 FY19 FY22P FY23P

Copyright ©2020by Boston Consulting Group. Allrights reserved.
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Advances deep-dive
(select products)

Gold loan: Moderating gold prices to impact the pace of loan book growth

NBFC Gold loan AUM grew at 24% in FY21

Share
(6] | Gold loan AUM of industry: 779 NBEC- 23%
=28 - 4.7 trillion Bank-77%  NBFC- 23%
NBFC Gold Loan AUM
(INR billion)
CAGR
(FY18-20) FY20-21 FY21-23
y/| . 0 0
I Book Growth (industry) 14% 44% 15%
i ( »)

Share of online gold loans increased from 10% to 24% for Muthoot
Finance and from 12% to 54% for Manappuram Finance in FY21 as
compared to FY17

FY18 FY19 FY20 FY21 FY22P

Copyright ©2020by Boston Consulting Group. Allrights reserved.
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Advances deep-dive
(select products)

MFI Loan: Recovery in loans halted on account of second wave post a fragile
recovery from the pandemic

NBFC MFIs witnessed robust growth rate in the past,

MFI Loan Book (FY SFBs, Non-Profit o
21): 2.6 lakh crore  Bank-44% NBFC MFI-31%  MFls-25% thus gaining market share
CAGR
(FY18-20) FY21 FY22 FY23
Disbursement Growth 38% -23% 24-26% 60-65%
Book Growth 44% 11% 8-10% 23-27%
NBFC-MFls loan book
rad
CAGR 17-20
~

CAGR-40%

© NBFC-MFI [l Small Finance Banks Il Banks [l NBFCs I Non-profit MFls

FY17 FY18 FY19 FY20 FY21E FY23P

Copyright ©2020by Boston Consulting Group. Allrights reserved.
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Recent Trends

Technologies defining a new paradigm for NBFCs and FinTechs

[N o101l 10O
AR L0350 Y ‘,0 =]
Emerging Tech :@: ] L 1ol1ol L N ey L 4 Fani] E
disruptin . GD O 808 D AT o € GO
P F X
current model Artificial Robotic Advanced AP Blockchain Chatbots
Intelligence Process Analytics and NLP
Automate end-to- .
ond credit Paperless 24x7 customer Integrated Dynamic workflow Powerful rule
Key Benefits management processing support accounting engine management engine
of Emerging s . .
Tech Seamless . Unified solutions . Better compliance
ec . : . Realtime . . : Robust risk
integration with e Agility & Scalability and operational NS and fraud
reconciliation . mitigation
external data efficiency management
g 4 Faster loan Addressing new . Automated & Automated
Disruptive Faceless and . Based on multiple . I
Processing from market - personalized reconciliation,
model across paperless e-KYC and PR data sources e.g., o o
valueichell onboarding Origination to underserved and social media, govt. underwriting and monitoring and
disbursement unserved ’ risk process mgt. updation

Market leading
products
across
selected NBFC

(S I §>> x ¥ ) ®
LI = cLoup LENDING  EBJXCASH kul?zjg ]ocata> szn%svs [] @ @ MuleSoft apigee

salesforce EEaneo> "\ BPM pennant— D%ngics 365 !:éxpericn., @Drools FICO

CUSTOMER ACQUISITION future ready

Ca pabllltles ol SOLUTIONS FINANCIAL TECHNOLOGIES BPMS | DMS | RPA | Imaging CRMNEXT  |BM apiconnect

Copyright ©2020by Boston Consulting Group. Allrights reserved.
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Recent Trends

Share of online gold loan in overall gold AUM at 45%
First NBFC to launch online Gold loan; Pioneer in process innovation-Fraud alert systemin place

« $30 bn worth of online transactions in FY21, and more than 1mn online customers registered
S o 29.4% of gold loans customer transacting online
mancotrmance | o 38,7 lakh downloads iMuthoot App and 6,596 Cr worth of payments

10k+ downloads for loan at home app

Integrated home loans technology platform with analytical capabilities, Benefits include
- Elimination of manual data entry saving 5-man hours per file
- Help with brand recall and reach enhancement etc.

Digital adoption by

« Digital sourcing contributed to 48% of the total logins in Q2 FY22
« Multiple tools for assisting with process improvement, sourcing, underwriting, servicing of complaints etc.
« Implementation underway for Advanced Analytics powered business intelligence (Bl) framework

NBFCs increasing by
the day

« 12.9 million active users for consumer app
« Digitally acquired 372k new EMI card customers
e 3.1 million customers on wallet

« 1.45 million customers acquired via digital channels in H1 FY22
N « 9% of retail segment portfolio and 27% of retail segment disbursements from digital ecosystem niche products
« 98% of customer onboarding and EMI collection done digitally

PNANCE

« First NBFC in the country with end-to-end journey on the platform
’%‘ IeL © . 60,000+ leads generated in 10 days of the launch; Loans worth Rs 4.5 Crs disbursed
450 million plus WhatsApp users

[ ]
Copyright ©2020by Boston Consulting Group. Allrights reserved.
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Key Regulatory Measures (1/1l)

A Apr21

Appointment of Statutory Central
Auditors (SCAs)/Statutory Auditors (SAs)

Recent Trends

Limit of audit of four commercial banks, eight UCBs and eight NBFCs for an audit firm
in a year made applicable to audit of NBFCs with asset size below Rs. 1,000 crore too

= May 21

PSL by SFBs to NBFC-MFls

Extension provided for SFBs permitted to reckon fresh lending to smaller MFls for on-
lending to individual borrowers as Priority Sector Lending (PSL) till FY22

@B May 21

Special Long-TermRepo Operations
(SLTRO) for Small Finance Banks (SFBs)

Special three-year long-term repo operations (SLTRO) of ¥10,000 crore at repo rate for
the SFBs, to be deployed for to NBFC-MFIs to be available till October 31, 2021

NBFC’s permitted by the RBI to restructure loans of individual, smal businesses and MSMEs having

Ez May 21 Restructuring existing individual, aggregate exposure of up to Rs.25 crore and who have not availed restructuring under any of the
ay small business and MSME loans previous frameworks and who were classified as ‘standard’ as on 31 Mar 21; The restructuring has
to be invoked by Sep 2021
2 . . Provisions of RBIA to be applicable to all deposit taking HFCs and non-deposit taking HFCs
=~ Jun21 Risk based Internal Audit (RBIA) with asset size of Rs 5,000 crore and above
N . . RBI has set a relatively relaxed criteria for dividend payout, as compared with the draft
[] Jun21 Declaration of Dividends guidelines effective for dividends from profit for FY22 and onwards
Banks have fully utilized X7,500 crore under the Credit Guarantee Scheme for Micro
8) Jun 21 Credit Guarantee Scheme for MFls Finance Institutions (MFIs); part of a 6.29 lakh crore package to provide relief to various

Source: Reserve Bank of India

sectors affected by the second wave of the COVID-19 pandemic
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Key Regulatory Measures (l1/1l)

Consultative document on regulation

Recent Trends

RBI discussion paper on borrower based regulatory regime and a movement away from

@B Jun 21 £ Microfi . duced lender based regulatory regime for MFls introduced in the public domain for
of Microtinanceintroduce consultation with stakeholders
pr Sep 21 aunch or Accoun ntroduction of a financial data sharing system to ease the accessibility of financial data,
f L h of A t I ducti fafi ial d hari h ibili f fi ial d
- Aggregator Framework allowing individual consent and went live wit anks and multiple fintech firms
P goreg lowing individual d went live with 8 banks and multiple fintech fi
ﬂ Sep 21 NBFCs allowed to apply for Aadhaar NBFCs and Payment System Operators allowed to seek Aadhaar Authentication License—
€p e-KYC license KYC User Agency (KUA) or sub-KUA license to perform authentication
. An integrated regulatory framework for NBFCs providing a holistic view of the SBR
5‘@ Oct21 Scale Based Regulation (SBR) structure, set of fresh regulations and timelines
RN . . Under the SBR framework, there will be a ceiling of X1 crore per borrower for financing
= Oct 21 RBI caps IPO financing subscription to an initial public offering (IPO)
. Deposit—taking NBFCs with ten or more branches and non-deposit taking NBFCs with
88" Nov 21 Appointment of Internal Ombudsman assets size of 5,000 crore must appoint an Internal Ombudsman (10). The RBI has given

by NBFCs

Source: Reserve Bank of India

six months time to follow the directions
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Scale based regulatory framework - to aid in better governance practices and

structural strengthening of the sector

Classification of NBFCs into various layers as per scale-based approach

Top Layer

This Layer will ideally remain
empty

Can get populated if the
Reserve Bank is of the opinion
that there is a substantial
increase in the potential
systemic risk from specific
NBFCs in the Upper Layer
Such NBFCs shall

move to the Top Layer from
the Upper Layer

Upper Layer

Shall comprise of those NBFCs
which are specifically
identified by the Reserve Bank
as warranting enhanced
regulatory requirement based
on a set of parameters and its
scoring methodology.

The top ten eligible NBFCs in
terms of their asset

size shall always reside in the
upper layer, irrespective of
another factor

Note: The guidelines to be effective from October 2022
Source: Reserve Bank of India

Middle Layer

All deposit taking NBFCs
(NBFC-Ds)

Non-deposit taking NBFCs with
asset size of 1000 crore+
NBFCs undertaking the
following activities

(i) Standalone Primary Dealers
(SPDs), (ii) Infrastructure Debt
Fund—Non-Banking Financial
Companies (IDF-NBFCs), (iii)
Core Investment Companies
(CICs), (iv) Housing Finance
Companies (HFCs) and (v)
Infrastructure Finance
Companies (NBFC-IFCs)

Recent Trends

Base Layer

- Non-deposit taking NBFCs below

the asset size of ¥1000 crore

- NBFCs undertaking the following

activities-

» NBFC-Peer to Peer Lending
Platform (NBFC-P2P)

« NBFC-Account Aggregator
(NBFC-AA)

« Non-Operative Financial
Holding Company (NOFHC)

« NBFCs not availing public funds
and not having any customer
interface

42
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Regulations more closely aligned with banks and would

impact metrics of NBFCs

Net Owned Funds NPA Classification Experience of the Board

Regulatory minimum Net
Owned Fund (NOF) for NBFC-
ICC, NBFC-MFIl and NBFC-
Factors shall be increased to
%10 crore by
March 31, 2027

2)

Extant NPA classification norm
stands changed to
the overdue period of more
than 90 days for all categories
of NBFCs by March 31, 2026

At least one of the directors
shall have relevant experience
of having worked in a
Bank/NBFC

Recent Trends

Capital Guidelines (For

Middle and Upper Layer)

Internal assessment by NBFCs
for need of capital; shall be on
similar lines as ICAAP
prescribed for Commercial
Banks under pillar 2

Note: The guidelines to be effective from October 2022

Source: Reserve Bank of India
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Player Performance

Player performance (I/1V)

| Standalone financials | [ESSaRNEIES

Advances'

Period Rs Cr

NIM2 (%) GNPA (%) ROA? (%)

ROE*(%)

w0
O
L
I

1. Advances are half yearly net Advances 2.RoA and NIM are calculated as % of average assets and are annualized 3. CIR is calculated as Opex by Total

H1FY22

5.1L

2.4

12.8

Income (NIl + Other Income) and is annualised 4. RoE are calculated as % of average shareholder's funds and is annualised 5. NA: Not Available
Source: RBI; Capitaline; Press releases; BCG analysis

|- HDFC [ RS o - Y - . o
WITH YOU, RIGHT THROUGH . . . . .
L~ H1 FY22 2.3L 2.1 22 5.1 3.7
ek < e . > - >
indigbulls  «» 7702 O - i o e
HOUSING FINANCE H1 FY21 0.5L 2.5 20 2.2 0.9 4.9
c SR > - - o o
CGhar Ki Baat . . . . .
e I, - . o o o
TATA CAPITAL HOUSING FINANCE LIMITED ¢ : : :Zii? 8 g:: ;: ii 1 .6 1 ’ 2 :]] ;.z
¢ SR o > - - - v
H1FY22 0.2L 5.2 21 2.3 3.6 25.9
FEL v o e - " > o
TAY H1FY22 0.1L 3.2 24 9.9 0.8 7.4
v, € e N > » - o o
Repco/™ ¢ R N o . o - e

m Change vs. last year

4

Ul
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Player Performance

Player performance (lI/1V)

| Standalone financials | [ESSaRNEIES

Advances'

Period Rs Cr

NIM2 (%) CIR? (%) GNPA (%) ROA? (%) ROE*(%)

© ¢> e o " > - o
BAJA] FINANCE LIMITED . . . . .
SHRIRAM (Y H1FY22 1L AT% 6.5 A6D 23 A 74D 78 15 v 28b 8.4 Somb
| Soasitiian H1 FYar oL e 2 o - (0.8
@) 187 rinancit sevices H1 FY22 0.7L . 8.1 35 7.0 0.7 4.2
N & > ¢ o1 o
HChola <o T2 0T - - o - o
e H1 FY21 0.6L : 6.0 =l 3 =1 2.8 2l 26 21.9
H1 FY22 0.6L 6.8 34 12.7 (1.3) (7.0)
B manincrafnance s IPZ 06 ot 9 2 13 70
w . . . .
o
o T HDB ... A oo > V > ° > 3
g From the trusted family of HDFC Bank Ltd. H1 FY21 O.6L 7.3 51 NA O 0.6 g
= &Y RV, T " > o o
FINANCE H1 FY21 0.4L 4.5 31 3.5 1.3 7.9 .on
TATA CAPITAL FINANCIAL SERVICES LIMITED c ) :1 Ei;? git :g 39 22 1(1) ;2 g_
H1 FY22 0.3L 4.9 29 3.9 2.3 13.0 @
SF | i oy M1PRZ 0L - 2 - s 1o
» H1 FY22 0.3L 10.9 62 . 3.0 12.1 8
Rshmmavcy | e 11072 03 102 % 6 0 11
i e e e . o o e
>
1. Advances are half yearly net Advances 2.RoA and NIM are calculated as % of average assets and are annualized 3. CIR is calculated as Opex by Total Change vs. last year 5
Income (NIl + Other Income) and is annualised 4. RoE are calculated as % of average shareholder's funds and is annualised 5. NA: Not Available 2
Source: RBI; Capitaline; Press releases; BCG analysis 46 8



Player Performance

Player performance (lll/1V)

| Standalone financials | [ESSaRNEIES

Advances'
Rs Cr

Period

Fullerton H1 FY22 0.2L

26 A 2581 10.4 (3.7) -(19.5)  [v 2689
. [ ] _V 26% _V 308 b, _A -_V 505 b
India H1FY21 0.2L [v 308 bps 30 bps NA [ | 1.3 7.4 bps
. H1 FY22 0.1L i 8.3 83 vy 5 2.3 2.8 14.9 27001
= |||:|_ « 1 Yo 0L S, [atizbed 0 bos g [Y47bes] T [atesbed O bps
= AL H1 FY22 0.1L 7.4 55 4.8 2.0 6.1
2 P | Eoouaw (] 1 Py 0L 24 4 aomsbed o [vi2ibed o [Af3Tbpy T [A 248bp
0] : . . : . :
=
= 9 H1FY22 0.1L 34 35 bps 2 Aot 47 o bps ©02) 7% bps 03 7% bp9
INDOSTAR H1 FY21 0.1L 4.2 57 ps 2.9 1.3 4.0
BOCITAL LITKIIEE H1 FY21 0.03L 9.3 27 bps 3.7 4.8 1.7
1. Advances are half yearly net Advances 2.RoA and NIM are calculated as % of average assets and are annualized 3. CIR is calculated as Opex by Total Change vs. last year

Income (NIl + Other Income) and is annualised 4. RoE are calculated as % of average shareholder's funds and is annualised 5. NA: Not Available
Source: RBI; Capitaline; Press releases; BCG analysis 4
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Player Performance

Player performance (IV/IV)

| Standalone financials | [ESSaRNEIES

. Advances'’
Period Rs Cr _ _
H1 FY22 0.1L 10.3 40 7.2 A 554 1.7 v 119 6.2 v 436
CreditA - (] A 18% VvV 27b A 502 b
. G Gramee H1 FY21 0.1L 10.5 35 1.6 bps 2.9 bps 10.6 bps
T . . 4 1.1
= e I o o - . o) do e
) H1FY22 0.05L 8.0 66 8.7 (1.6) v 237 (8.2) v 1178
T « A 8% A 170b A 618D A 581b
= H1FY22 0.6L 11.3 23 1.9 6.3 26.6
© @D [ A 21% A 70b v 256 b 459D v 83b v 258
3 L 1 FY21 051 0.6 ” 3 1 299 bps
C Gdhwemm <o 0 o e o o oo 5y Lo
2
g
(O]
S
S
°
1. Advances are half yearly net Advances 2.RoA and NIM are calculated as % of average assets and are annualized 3. CIR is calculated as Opex by Total Change vs. last year &
Income (NIl + Other Income) and is annualised 4. RoE are calculated as % of average shareholder's funds and is annualised 5. NA: Not Available 2
Source: RBI; Capitaline; Press releases; BCG analysis 48 8



Disclaimer

The services and materials provided by Boston Consulting Group (BCG) are subject to BCG's Standard Terms

(a copy of which is available upon request) or such other agreement as may have been previously executedby BCG.
BCG does not provide legal, accounting, or tax advice. The Client is responsible for obtaining independent advice
concerning these matters. This advice may affect the guidance given by BCG. Further, BCG has made no undertaking
to update these materials after the date hereof, notwithstanding that such information may become outdated

or inaccurate.

The materials contained in this presentation are designed for the sole use by the board of directors or senior
management of the Client and solely for the limited purposes described in the presentation. The materials shall not be
copied or given to any person or entity other than the Client (“Third Party”)without the prior written consent of BCG.
These materials serveonly as the focus for discussion; they are incomplete without the accompanying oral commentary
and may not be relied on as a stand-alone document. Further, Third Parties may not, and it is unreasonable for any
Third Party to, rely on these materials for any purpose whatsoever. To the fullest extent permitted by law (and except
to the extent otherwise agreedin a signed writing by BCG), BCG shall have no liability whatsoever to any Third Party,
and any Third Party hereby waives any rights and claims it may have at any time against BCG with regardto the
services, this presentation, or other materials, including the accuracy or completeness thereof. Receipt and review of
this document shall be deemed agreement with and consideration for the foregoing.

BCG does not provide fairness opinions or valuations of market transactions, and these materials should not be relied on
or construed as such. Further, the financial evaluations, projected market and financial information, and conclusions
contained in these materials are based upon standardvaluation methodologies, are not definitive forecasts, and are not
guaranteed by BCG. BCG has used public and/or confidential data and assumptions provided to BCG by the Client.

BCG has not independently verified the data and assumptions used in these analyses. Changes in the underlying data or
operating assumptions will clearly impact the analyses and conclusions.
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