Housing finance in India expected to grow at +15% CAGR till 2030: Omniscience

Capital

~ Indian Banks poised for Re-rating in the Markets

~ Indian banks’ asset quality best in a decade, highest RoE/RoA levels, net NPAs below 1%

~ India’s Banking sector resilient to global interest rate risks

~ Indian Banks increasingly adopting Gen-Al/Al tools to boost productivity, reduce cost

Mumbai, 7*" October 24: India's Banking sector is on the cusp of rapid growth, with rising RoE, robust asset quality,

and key infrastructure financing opportunities in the coming decade. According to a report by smallcase manager
- Omniscience Capital, the housing finance market in India has registered a growth of about 25% per annum from
FY22 to FY24 and is estimated to grow at 15-20% CAGR up to 2030. Indian Banks will be playing a significant role
while funding India's huge plans for infrastructure overhaul under the National Infrastructure Pipeline (NIP) and

Gati Shakti initiative.
Indian Banks poised for Re-rating in the Markets

The current P/E levels of the Indian Banks are significantly
undervalued in contrast to the expected credit and RoE growth.
The robust credit growth is expected on account of India’s
growing GDP growth and consumption, coupled with significant
asset-quality improvements and reduced NPAs. Omniscience
Capital believes that the Indian banking industry is poised for a
re-rating from current valuation levels existing in the market. In
addition, incremental efficiency improvements in SCBs through
increasing digitization can provide an additional improvement
in margins through reduced operating expenses (OPEX), further
To
demonstrate the same, a scenario analysis was carried out for
the next 5-years (CY2023 to CY2028) for expected credit growth.

improving the potential returns from this sector.

e Scenario 1: Lower-than-expected Credit Growth (12%

annually)
¢ Scenario 2: Baseline Credit Growth (14% annually)

¢ Scenario 3: Higher-than-expected Credit Growth (16%
annually)
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Figure 12: Scenario Analysis of Indian Banks*
(Source: Omniscience Research)



Credit Growth to Remain Robust

India’s gross bank credit grew by 16.3% in FY2024, the highest YoY growth in the past decade, driven by rising
household incomes, increasing manufacturing and export activity, improved capacity utilizations across industries,
and the rising aspirations and consumption of a growing middle-class. Within corporate India, while profitability
has continuously improved, the markets have also significantly deleveraged, with overall debt-to-equity levels at
their lowest since the last decade. On the lender’s (bank) side, both GNPA (Gross Non-Performing Assets) and
NNPA (Net Non-Performing Assets) in Indian Banks have witnessed a steep decline, falling to a decadal low of just
INR 5.7 lakh crore and INR 1.3 lakh crore respectively in FY2023 (GNPA Ratio and NNPA Ratio of 3.9% and 0.95%
respectively), owing to improved borrower selection, increased policy intervention (such as the Insolvency &
Bankruptcy Code), and a significant write-off of bad loans.

India thus has a “Twin Balance Sheet Opportunity”, where a deleveraged yet profitable economy is seeking credit
from lenders with healthy asset quality as well, spurring a steady credit growth cycle in the coming decade.

Indian Banks to play a key role in financing NIP and Gati Shakti

Being a bedrock of any economy, infrastructure development in India will play a critical role in achieving inclusive
and sustainable growth in this era of Amrit Kaal. India’s logistics cost as a % of GDP remain higher compared to
the global benchmark. This necessitates not just heavy investments in all facets of infrastructure, but radically
improving coordination and centralization of the country’s entire infrastructure framework. Currently, there are
two multi-decadal central government initiatives in progress, the National Infrastructure Plan (NIP) and Gati
Shakti. The NIP has an ambitious and huge investment outlay of ~$1.8 trillion. Consequently, the combined
implementation of NIP and PM Gati Shakti is expected to bring in additional and significant CAPEX financing
requirements to India’s organic credit growth. India’s banking sector will continue to play a major role in financing
this multi-modal infrastructure push.

Banking sector resilient to global interest rate risks

The Indian banking industry has — throughout the past — shown a remarkable resilience towards global interest
rate shifts1. This relative immunity (compared to US and European banks) is the result of a combination of
concurrent factors, including India having a more granular/diffused deposit base, conservative policies and
measures adopted by the Reserve Bank of India (RBI) to ensure financial health of banks, better asset-liability
management and a higher percentage of floating rates for bank loans. Going forward, we expect Indian banks to
continue showing similar resilience to global interest rate shifts.

Gen-Al Driving the Next Transformation in Banking

Gen-Al has the potential to radically improve & transform efficiencies across diverse banking domains Artificial
Intelligence (Al) and its new paradigm — Generative Al (Gen-Al) — are the technologies that will drive the next
digital transformation across industries on a global scale. The banking sector is no exception. In fact, being an
extremely data-intensive industry that relies on objective analysis, banking has numerous use cases for Gen-Al
across its ecosystem. Some such important domains are Gen-Al based custom virtual investment/professional
advisors, software/coding assistance for developers, core bank operations such as underwriting, fraud detection



and claims management, and providing virtual assistants for customized content and higher customer
engagement rates.

About OmniScience Capital:

OmniScience Capital is a Global Investment Management firm focused on global equity investments empowered
by its proprietary Scientific Investing philosophy.

Disclaimers & Disclosures

OmniScience Investment Adviser is the advisory division of OmniScience Capital Advisors Pvt. Ltd. which is
registered as a non-individual Investment Adviser with SEBI with a valid registration No. INAO0O0007623, BASL
Membership Id 1197 and CIN U93000MH2017PTC290053.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing. 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. Any securities quoted above
are for illustration only and are not recommendatory unless specified as advice. Nothing in this communication
should be considered as implying any assured returns, or minimum returns or target return or percentage
accuracy or service provision till achievement of target returns or any other nomenclature that gives the
impression to the client that the investment advice/recommendation of research report is risk-free and/or not
susceptible to market risks and/or that it can generate returns with any level of assurance.

An investor should consider the investment objectives, risks, and charges & expenses carefully before taking any
investment decision. Wherever there is the potential for profit there is also the possibility of loss. Therefore,
investors may lose capital in markets. Past performance is not necessarily indicative of future results. This is not
an offer document. This material is intended for educational purposes only and is not an offer to sell any services
or products or a solicitation to buy any securities mentioned or otherwise. Any representation to the contrary is
not permitted. This document does not constitute an offer of services in jurisdictions where the company does
not have the necessary licenses.

As a firm-wide philosophy and rule OmniScience Investment Adviser and OmniScience Capital Advisors Pvt. Ltd.,
or any of its employees, officers, management, directors, shareholders, associates, distribution partners or others
related to the company in any other capacity, or any communication from the company, including any of its
tagline, motto, slogan, etc. do not provide any guarantees on investment strategies or their returns etc. If you feel
that you had been provided such guarantees at any time before or after the initiation of your relationship as an
advisory client of OmniScience Investment Adviser, or, if any communication from OmniScience seems to give you
a feeling that — “any investment advice implies any kind of assured returns or minimum returns or target return
or percentage accuracy or service provision till achievement of target returns or any other nomenclature that
gives the impression to the client that the investment advice is risk-free and/or not susceptible to market risks
and or that it can generate returns with any level of assurance”, then you agree to bring it to our notice
immediately and initiate to terminate the advisory agreement with OmniScience.



Individual returns of Clients for a particular portfolio may vary significantly from the performance of the other. No
claims may be made or entertained for any variances between the performance depictions and individual portfolio
performance. Neither the investment adviser nor its Directors or Employees shall be in any way liable for any
variations noticed in the returns of individual portfolios.

Our discussion may include some information that might be considered forward-looking. While these forward-
looking statements represent our current judgment on what the future holds, they are subject to risks and
uncertainties that could cause actual outcomes to differ materially. We assume no obligation to revise or publicly
release any revision to these forward-looking statements in light of new information or future events. No
guarantee can be given about the accuracy and/or completeness of the data, OmniScience makes no warranties
or representations, express or implied, on the products and services offered. It accepts no liability for any damages
or losses, however caused, in connection with the use of, or on the reliance of its product or services. The
information relating to any company or economic trends herein is derived from publicly available sources and no
representation as to the accuracy or completeness of such information can be made. We may have recommended
stocks, or stocks in the mentioned sectors to clients, including having personal exposure.

This communication is confidential and is intended solely for the addressee. This document and any
communication within it are void 30-days from the date of this presentation. It is not to be forwarded to any other
person or copied without the permission of the sender. Please notify the sender in the event you have received
this communication in error.

Important Notice: Investment in securities market are subject to market risks. Read all the related documents
carefully before investing. An investor should consider the investment objectives, risks, and charges and expenses
carefully before investing. This material is intended for informational purposes only. Any representation to the
contrary is not permitted. Past performance is not necessarily indicative of future results.

About smallcase:

smallcase is a financial technology company building a platform for direct indexing & model portfolios of stocks &
ETFs known as smallcases. In the last seven years, smallcase has developed an ecosystem of 350+ businesses in
the capital markets space. The ecosystem includes some of India’s prominent financial institutions and brands
that leverage the smallcases platform & technology. The platform has over 8.5 million users, 17 brokers, more
than 500 smallcases managed by 150 smallcase managers. Headquartered in Bengaluru, smallcase has more than
300 employees across engineering, product, business, and growth functions. The platform has summed a
transaction of over 65k Crores. In April 2023, smallcase and Zerodha Broking Ltd formed a joint a venture to enter
into the Mutual Fund Space with Zerodha Fund House, an Asset Management Company. Download the smallcase
app here: https://smallcase.onelink.me/62WC/pr

For more information Contact:

Kavya Natarajan: kavya.natarajan@smallcase.com
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