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CREDITACCESS GRAMEEN LTD. (CREDAG)

COMPANY AND INDUSTRY OVERVIEW

» Strong MFI Industry Growth: MFI industry (FY17-22 CAGR of 22%) has grown faster than overall bank credit growth (FY17-
22 CAGR of 9%). The total MFI credit share in the overall credit industry is just 2.5%. CREDAG has outpaced the overall MFI

industry growth as well, growing at 33% CAGR over the period.
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» New MFI regulations support the company’s Vision: New MFI regulations include i) Removal of 10% margin cap for NBFC-
MFIs ii) Increase of household income to Rs. 3 lakh v/s Rs. 1.25lakh / Rs. 2lakh for rural / urban iii) total indebtedness revised
from Rs. 1.25 lakh to 50% FOIR iv) minimum qualifying assets revised from 85% to 75% v) penalty on delayed payments
allowed. As per the management’s Q4FY22 presentation, the new regulations provide a head start for market share expansion and
retention of higher vintage customers. It supports the Company’s vision to serve the entire household’s financing needs and ability

to diversify and strengthen the balance sheet.

» Rural based player with weekly collection focus: Overall rural share has risen by 11% in the past 6 years to 39%, implying rural
MFI growth has been faster than overall MFI growth. CREDAG is a predominant player in the rural MFI space with 85% of its
total AUM catering to rural segment. Also, it follows a weekly collection focus which has historically seen a lower asset quality

impact. (See Charts Below)
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Industry - Rising rural share in MFI advances
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Industry - Weekly collections has lowest Gross NPA
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Key Takeaways
v" CREDAG has delivered growth and asset quality improvement led by continuous improvement in monthly collection

efficiency over the past 12 months, as seen in its Q1FY23 presentation and prior period presentations.
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v' Gross advances growth has been consistent barring FY21 which was a tough period owing to COVID, but a strong rebound
in growth in FY22. The growth momentum was led by disbursements, as seen in its Q1FY23 presentation and prior period
presentations.

v Improving asset quality, low Net NPA and declining PAR portfolio are positive for the company, as seen in its Q1FY23
presentation and prior period presentations.

Key Monitorables

v' Concentration risk: Concentration of 80% lending in 3 states

v" MFI segment concentration: 95% exposure to MFI (unsecured)

v Dependent on rural economy: 85% portfolio is in rural

e Q1FY23 Results: Consolidated AUM stood at Rs. 156bn and grew 23.3% YoY. NIl grew by 35% YoY to Rs. 4.8bn led by AUM
growth. Operating profit was at 34% YoY tracking NII growth. Provisions fell 46% YoY to Rs. 1bn thus leading to PAT growth

of 588% YoY to Rs. 1.4bn.

e Price and Earnings performance — CREDAG’s 3-year NIl has grown at a CAGR of 27% while Operating Profit has grown at
24% CAGR over the same period.
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Net Interest Income (NII) 8,650 11,250 15,323 17,587 21%
YoY 68% 30% 36% 15%

Other Income 16 12 51 73

Total Income 8,666 11,261 15,374 17,660 27%
YoY 34% 30% 37% 15%

Pre-Provisioning Operating Profits (PPOP) 5,725 6,993 9,548 10,805 24%
Less: Provisions & Contingencies 749 2,373 7,714 5,968 100%
Credit cost 1.30% 2.70% 6.80% 4.50% 4.60%
Reported PAT 3,217 3,359 1,344 3,600 4%
YoY 51% 4% -60% 168%

Equity capital 1,436 1,440 1,556 1,559

Reserves 22,303 25,902 35,360 38,218

Networth 23,739 27,342 36,916 39,777 19%
Borrowings 48,666 86,441 91,637 1,14,249 33%
Other Liabilities 3,889 315 379 499

TOTAL LIABILITIES 76,293 1,14,098 1,28,931 1,54,524 27%
Loans 66,028 1,10,989 1,17,205 1,47,653 31%
Other assets 10,265 3,109 11,726 6,871

TOTAL ASSETS 82,449 1,14,098 1,28,931 1,54,524 23%

NIM on AUM 14.80% 12.70% 13.40% 13.30% 13.10%
Cost to Income Ratio 33.90% 37.90% 37.90% 38.80% 38.20%
RoA 4.80% 3.40% 1.10% 2.50% 2.40%
RoE 16.90% 13.20% 4.20% 9.40% 8.90%
Leverage 35 3.8 3.8 3.7 3.8
EPS (Rs) 21 22 9 23 4%
BVPS (Rs) 153 176 237 256 19%

Source: Company Reports
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DISCLAIMER ’

Equentis Wealth Advisory Services Limited (EWASL) is registered as an Investment Adviser with Securities
and Exchange Board of India (SEBI).

“Research & Ranking” is the brand under which the Research Division of EWASL render’s its Investment
Advisory Services.

General Disclaimers: This Research Report (hereinafter called ‘Report’) is prepared and distributed by
EWASL for information purposes only. The recommendations, if any, made herein are expression of views
and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase
or sale of any security, derivatives, or any other security through EWASL nor any solicitation or offering of
any investment /trading opportunity on behalf of the issuer(s) of the respective security(ies) referred to
herein. These information / opinions / views are not meant to serve as a professional investment guide for
the readers. No action is solicited based upon the information provided herein. Recipients of this Report
should rely on information/data arising out of their own investigations. Readers are advised to seek
independent professional advice and arrive at an informed trading/investment decision before executing
any trades or making any investments. This Report has been prepared on the basis of publicly available
information, internally developed data and other sources believed by EWASL to be reliable. EWASL or its
directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the
accuracy, completeness, adequacy and reliability of such information / opinions / views. While due care has
been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors,
employees, affiliates or representatives of EWASL shall be liable for any direct, indirect, special, incidental,
consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from
the information / opinions / views contained in this Report.

Risks: Trading and investment in securities market are subject to market risks. Read all the related
documents carefully before investing. There are no assurances or guarantees that the objectives of any of
trading / investment in securities will be achieved. The trades/ investments referred to herein may not be
suitable to all categories of traders/investors. The names of securities mentioned herein do not in any
manner indicate their prospects or returns. The value of securities referred to herein may be adversely
affected by the performance or otherwise of the respective issuer companies, changes in the market
conditions, micro and macro factors and forces affecting capital markets like interest rate risk, credit risk,
liquidity risk and reinvestment risk. Derivative products may also be affected by various risks including but
not limited to counter party risk, market risk, valuation risk, liquidity risk and other risks. Besides the price
of the underlying asset, volatility, tenor and interest rates may affect the pricing of derivatives.

Disclaimers in respect of jurisdiction: The possession, circulation and/or distribution of this Report may
be restricted or regulated in certain jurisdictions by appropriate laws. No action has been or will be taken
by EWASL in any jurisdiction (other than India), where any action for such purpose(s) is required.
Accordingly, this Report shall not be possessed, circulated and/or distributed in any such country or
jurisdiction unless such action is in compliance with all applicable laws and regulations of such country or
jurisdiction. EWASL requires such recipient to inform himself about and to observe any restrictions at his
own expense, without any liability to EWASL. Any dispute arising out of this Report shall be subject to the
exclusive jurisdiction of the Courts in Mumbai (India).

Disciplinary History: Nil

Details of Business Activity: Equentis carries out the functions of an investment advisor like, curating a
plan that is personalized to meet the financial goals of an investor based on his/her risk appetite, and
strategizing investments by managing and minimizing risk and building wealth in the long term.

Terms and Conditions on which Research Report is offered: The present research Report is offered
to the client/s of Equentis upon successful subscription of any of the Investment Advisory Products offered
by the Equentis.
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Details of Associates: o
Super Smart Magic Productions LLP (by virtue of Common
Directorship/Partnership/shareholding) - LLPIN - ABB-5786,

Research and Ranking.com Services Private Limited (by virtue of Common
Directorship/shareholding) - CIN - U74999MH2016PTC284686

Disclosure of Interest: The Research Analyst(s) who have prepared this Report hereby certify that the
views /opinions expressed in this Report are their personal independent views/opinions in respect of the
securities and their respective issuers. None of EWASL, Research Analyst(s), or their relatives had any
known direct /indirect material conflict of interest including any long/short position(s) in any specific
security on which views/opinions have been made in this Report, during its preparation.

Equentis either itself or through its associate entities does not have/hold any financial interest, either
directly or indirectly in the subject company. Equentis either itself or through its associate entities does not
have/hold actual/beneficial ownership of 1% or more securities at the end of the month immediately
preceding the date of publication of research report, either directly or indirectly in the subject company.
Equentis or its associate entities does not have any other material conflict of interest at the time of
publication of the research report and have not received any compensation from the subject company in
any form either directly or indirectly in past twelve months (from the date of publication of the Research
Report). It is further declared that Equentis or its associates have not managed or co-managed public
offering of securities for the subject company in any form either directly or indirectly in past twelve months
(from the date of publication of the Research Report).

It is further declared that Equentis or its associates have not received any compensation for investment
banking or merchant banking or brokerage services from the subject company in any form either directly
or indirectly in past twelve months (from the date of publication of the Research Report). It is further
declared that Equentis or its associates have not received any compensation or other benefits from the
subject Company or third party in connection with this research report. It is further declared that the
subject company is not and was not a client of Equentis during the twelve months preceding the publication
of research report. Employees or Directors of Equentis have not served as an officer, director or employee
of the subject company. Equentis or its employee has not been engaged in market making activity for the
subject company.

Copyright: The copyright in this Report belongs exclusively to EWASL. This Report shall only be read by
those persons to whom it has been delivered. No reprinting, reproduction, copying, distribution of this
Report in any manner whatsoever, in whole or in part, is permitted without the prior express written consent
of EWASL.

EWASL's activities were never suspended by SEBI or any other authority. Further, there does not exist any
material adverse order/judgments/strictures assessed by any regulatory, government or public authority
or agency or any law enforcing agency in last three years. Further, there does not exist any material enquiry
of whatsoever nature instituted or pending against EWASL as on the date of this Report.

Important: This Research report is prepared by our “Research & Investment Advisors Department”. These
disclaimers, risks and other disclosures must be read in conjunction with the information / opinions / views
of which they form part of.
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Equentis Wealth Advisory Services Limited
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Registered Office: Marathon Futurex, A-603 6th Floor, Mafatlal Mills Compound, N M Joshi Marg, Lower Parel East, Mumbai
400013

Corporate Identification Number (CIN) - U74999MH2015PLC262812

Email: support@researchandranking.com | Telephone: +91 22 61013800

SEBI Registration No.: INA000003874 | Type of Registration - Non-Individual | Validity: Perpetual | Membership Number of
BASL - 1816

Principal Officer: Mr. Manish Goel | Email: po@equentis.com, +91 22 61013800

Compliance Officer: Mr. Rakesh Gupta, Email: compliance@equentis.com +91 22 61013800

Grievance Officer: Ms. Nishi Mehta, Email: grievance@researchandranking.com, +91 22 61013800

SEBI Office Details: SEBI Bhavan BKC, Plot No.C4-A, 'G' Block Bandra-Kurla Complex, Bandra (East), Mumbai - 400051,
Maharashtra | Tel: +91-22-26449000 / 40459000
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Disclaimers:
1. “Research & Ranking” is the brand under which Equentis Wealth Advisory Service Limited renders its Investment Advisory
Services.

2. Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

3. The information is only for consumption by the intended recipient and such material should not be redistributed.

4. Registration granted by SEBI, membership of BASL and certification from NISM in no way guarantee performance of the
intermediary or provide any assurance of returns to investors.
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