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ElaraCapital

Dream run continues; Buy

Recalibration of lending rates; provisions spike yet earnings intact

Despite continued improvement in operating systems, the flood impact in
the key Tamil Nadu State (20% of loans) and downward repricing of
lending rates of 50bp cut across products, Credit Access Grameen
(CREDAG IN) PAT was in line with our expectations in Q3FY24 (reported
INR 3.5bn vs our estimates of INR 3.6bn) based on strong core. This was led
by robust growth on borrower addition (9MFY24 at 0.4mn closer to FY23
count), controlled cost at a steady 9.8% QoQ, and lower opex (218bp QoQ
dip in the costincome to 29.5%). Consequently, Q3 delivered a revised
higher guidance in Q2, with ROA rising to 5.5% and ROE at 24%. , CREDAG
is set to deliver a 25% AUM CAGR and a 21% EPS CAGR during FY23-26E,
with an EPS in the range of 5-8% during FY24-26E, with expansion into
newer States (Andhra Pradesh & Telangana), industry-best cost metrics ata
steady 31% cost-income, bolstered by improving productivity and superior
asset quality (potential credit cost in the range of 1.6-1.8%) vs peers.

Strong operational metrics driving scale and growth

A 4.7mn borrower base with annual addition run-rate surpassing FY23
levels and improving GLP/borrower, up 2% QoQ to INR 49,800, coupled
with increased expansion in outside the Top 3 States would lead to
doubling of the book by FY26E. While the branch network strengthened in
Q3, non-top three States formed 44% of incremental customer additions,
offsetting concentration risks. Such superior operations continue to drive
scale and growth, with CREDAG's loan run-rate at 31% YoY, led by steady
traction in income generation loans, up 28% YoY and 3% QoQ, followed
by traction in home improvement and retail loans on low base.

Flood-affected portfolio stress absorbed

In Q3, GNPA increased 20bp QoQ to 1.0% and PAR 90 to 80bp from
60bp in Q2, due to seasonality, the TN flood impact and higher PAR
outside Karnataka. PAR 60 also increased 30bp QoQ to 1.0% in Q3 from
0.7% in Q2. Collection efficiency slightly declined to 98.3% QoQ. After
factoring in challenges on new geographies and existing high
provisions at a 70% PCR, we expect industry-best NPA at a mere 1.0-
1.2% with credit costs settling in at 1.9% during FY24-26E.

Valuation: remains our Buy with higher TP of INR 1,986

We upgraded earnings estimates as CREDAG's growth story remains well
fortified, underpinned by industry-best cost controls and asset guality

metrics with steady business prospects backed by healthy customer
acquisition levels. Given a rich return profile of 5% ROA and 22% ROE,
commanding premium valuation, we raise our multiple to 3.9x (from 3.5x)
P/ABV as we roll forward to September 2025E for a higher TP of INR
1,986 from INR 1,638. This places CREDAG at the top of the NBFC heap.
It remains our Buy.

Rating: Buy

Target Price: INR 1,986

Upside: 19%

CMP: INR 1,675 (as on 19 January 2024)

Key data

Bloomberg /Reuters Code ~ CREDAG IN/CRDE.BO
Current /Dil Shares O/S (mn) 159/159
Mkt Cap (INR bn/USD mn) 267/3,212
Daily Volume (3M NSE Avg) 340,347

Face Value (INR) 10
1 USD =INR 83.1

Note: as on 19 January 2024; Source: Bloomberg
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Source: Bloomberg

Shareholding (%) Q4FY23 QI1FY24 Q2FY24 Q3FY24

Promoter 737 66.8 66.7 66.7
Institutional Investor 220 21.5 27.2 27.8
Other Investor 0.6 7.2 1.0 0.8
General Public 37 4.6 5.1 4.8
Source: BSE

Price performance (%) 3M 6M 12M
Nifty 10.2 9.0 19.4
CreditAccess Grameen 21.0 282 83.9

Source: Bloomberg

YE March (INR mn) Q3FY24 Q2FY24 Q3FY23 YoY (%) QoQ (%] Q3FY24E Var (%)
NIl 8,029 7,635 5,406 48.5 5.1 7,785 3.1
Operating profit 6,018 5,626 3,795 58.6 7.0 5,745 4.8
PAT 3,533 3,470 2,158 63.8 1.8 3,614 (2.2)
Key financials
YE NIl YoY PPoP YoY PAT YoY EPS Core ROA P/E P/ABV
March (INR mn) (%)  (INRmn]) (%)  (INRmn) (%) (INR} ROE (%) (%) (x) (x)
FY23 21,143 27.9 15,066 32.1 8,262 134.0 52.0 17.8 3.9 32.4 53
FY24E 31,028 46.8 23,097 53.3 13,975 69.1 87.8 24.0 5.2 19.1 4.1
FY25E 37,358 20.4 27,772 20.2 16,653 19.2 104.7 22.7 5.0 16.1 33
FY26E 47,644 27.5 34,437 24.0 20,591 23.6 129.4 22.4 5.0 13.0 2.6

Note: pricing as on 19 January 2024; Source: Company, Elara Securities Estimate

Shweta Daptardar * shweta.daptardar@elaracapital.com * +91 22 6164 8559
Himanshu Dhyawala ¢ himanshu.dhyawala@elaracapital.com « +91 22 4204 8661

Elara Securities (India) Private Limited
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Financials (YE March)

Income statement (INR mnj FY23pP FY24E FY25E FY26E Loans & earnings growth trend
NIl 21,143 31,028 37,358 47,644 57 . 267 160
Other income 2,236 2,353 2,943 3714 2 | :;g
Gross Income 23,379 33,380 40,301 51,358 = 55 L 100
Operating expenses 8,313 10,283 12,529 16,920 - - 80 &
PPOP 15066 23,097 27,772 34,437 24 1 - 60
Provisions 4010 4310 5374 6743 23 [
PBT 11,056 18,787 22,398 27,695 22 . . T 0
Tax 2794 4811 5,745 7104 FY23  FY24E FY25E  FY26E
PAT 8,262 13,975 16,653 20,591 = | 0OAN growth === Earnings growth (RHS)
Balance Sheet {INR bn) FY23P FY24E FY25E FY26E Source: Company, Elara Securities Estimate
Capital 1,589 1,591 1,591 1,591
Reserves and Surplus 49,481 63,580 80,233 100,823
Net worth 51,070 65171 81,824 102415  OrossandnetNPA
Borrowings 163,123 204,836 253,556 310,856 18 04 os o4 04 "
Other liabilities 4389 5010 5824 6880 14 \/"—" 69
Total Liabilities 218,581 275,017 341,204 420,151 g }S :2\./"—':2 Zg =
Fixed assets 6030 3165 6070 7,786 08 o 66
Loans 190,433 238549 298534 373,106 “ 1B B B B 22
Net Current Assets 16,763 32,245 35,274 37,603 0.0 | | | t 63
Other assets 5355 1059 1326 1657 s Fc‘g/‘;fage':;z,f’”'; “;‘jgf’E
Total Assets 218,581 275,017 341,204 420,151 ——Net NPA
Per Share data & Valuation Ratios FY23P  FY24E  FY25E  FY26E T GrosNPA
EPS- (INR) 520 87.8 104.7 1294 Source: Company, Elara Securities Estimate
BV (INR) 3214 409.6 514.3 643.7
ABV- (INR) 317.5 406.5 508.9 636.8 .

Return ratios
P/E- (x) 32.4 19.1 16.1 13.0
P/ABV-(x) 5.3 41 33 26 6 >2 50 50 [ 30
Yield and Cost (%) 5 39 - 25
Yield on advances 1.2 13.2 12.7 129 =4 20 27 24 0 _
Interest Income/ Avg. assets 10.0 11.7 11.2 11.5 < 3 s reE
Net Interest Margin (%) 11.4 13.3 12.7 12.9 21 r1°
Asset Quality (%) " M°
Gross NPA 1.2 1.0 1.2 1.2 ’ FY23  FY24E FY25E FY26E ’
Net NPA 0.4 03 0.4 0.4 —+—ROAA (%] === Core ROE (%) RHS
% coverage of NPA 65.7 70.0 67.0 67.0
credit cost (calc] 19 16 16 16 Source: Company, Elara Securities Estimate

Capital Adequacy (%)

Tier 1 20.0 20.4 20.9 21.4
CAR 20.9 21.3 21.8 22.3
Growth Rates (%)

Loan growth 26.7 24.0 258 25.0
Earnings growth 134.0 69.1 19.2 23.6
Business Ratios

RoAA (%) 3.9 52 5.0 5.0
Core RoE (%) 17.8 24.0 22.7 22.4
Leverage (x) 4.2 4.2 4.2 4.1

Note: pricing as on 19 January 2024; Source: Company, Elara Securities Estimate
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Exhibit 1: CREDAG Q3FY24 performance snapshot

(INR mn) Q3FY24 Q3FY23  YoY(%/bp) Q2FY24 QoQ (%/bp) Quick comments
Interest Income 12,444 8,548 45.6 11,874 4.8
Interest Expenses 4,415 3,142 40.5 4,239 42

NIl ahead of our estimates of INR 7,785mn,
Net Interest Income 8,029 5,406 485 7,635 5.7 led by steady-state weighted average cost

of funds, resulting in stable NIM

Other income declined QoQ but was

Other Income 209 >49 179 602 (152 slightly weak QoQ due to the base effect
Total Income 8,537 5,955 434 8,237 3.6
Total Operating Expenses 2,520 2,160 16.6 2,611 [3.5)
Operating Profit (PPOP) 6,018 3,795 586 5,626 70 ERoPwasahead of our estimates, due to

higher NIl and lower opex
Provision was ahead of our estimates of

INR 883mn, led by higher provisioning in

Provisions & Write Offs 1,262 894 41.7 959 31.7 other States on the back of higher growth
and the Tamil Nadu flood impact
PBT 4,756 2,900 64.0 4,668 1.9
Tax 1,222 743 64.6 1,197 2.7
PAT was slightly lower than out estimates
Reported Profit 3,533 2,158 638 3,470 1.8 atINR 3,614mn, due to higher than

expected provisioning
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Balance sheet

Disbursement 53,440 48,470 10.3 49,660 7.6

AUM was in line with our estimates of INR
Loan book 233,820 177,860 315 224,880 4.0  236bn, with healthy growth driven by
robust customer additions

Gross NPA 2,197 2,887 (23.9) 1,657 326
GNPA was ahead of our estimates of 0.8%
Gross NPA (%] 1.0 1.7 (74) bp 0.8 20bp  on account of seasonality and the TN flood
impact
ROE (%) 23.6 18.8 480 bp 24.7 (110) bp  Overall profitability improved
ROA (%) 55 4.6 90 bp 5.6 (10) bp
Credit cost 2.2 1.7 47 bp 2.1 12 bp

COF has peaked, and with the pass
NIM - calc (%) 13.7 12.6 171 bp 13.7 (3) bp  through of benefits to end-customers, NIM
is expected to remain steady
The cost-income ratio improved
sequentially where CBS upgrade and
enhanced functional flexibilities, enabling
operating efficiency

Cost-Income ratio (%) 29.5 36.3 [677) bp 31.7 [218) bp

:Téf)me Generation Loan 93.2 95.9 (265) bp 93.8 (61) bp
Family Welfare 0.4 0.7 [27) bp 0.7 (23] bp
Home Improvement 4:2 2.7 148 bp 3.9 32 bp
Emergency 0.0 0.1 [4) bp 0.0 (3] bp
Retail Finance 2.1 0.6 147 bp 1.6 55 bp

Source: Company, Elara Securities Research

Elara Securities (India) Private Limited
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Conference call key takeaways

Business highlights and guidance

Customer acquisition was affected in November 2023
due to the core banking solution (CBS) upgrade led
to a slight decline in overall customer addition.

The company will be able to deliver a full-year growth
rate

Retail books contribute 2.1% of book; majority of
which is unsecured i.e, 80% and graduated portfolio.

Retail finance: Loan against property average ticket
size (ATS) was at INR >0.5mn, and average retail
finance will move up as the ticket size is higher

The retail finance share is set to move up to 15% by
FY27-28E

The company has successfully upgraded its core
banking solutions

Asset quality

The collection efficiency stood at 98.3% where Q1-Q2
saw better-than-expected results, but Q4 will see
normalcy

Fresh PAR accretion was due to seasonality factors,
the impact of Tamil Nadu floods where strong
recoveries are already flowing in.

The ECL provisioning rates for standard and
delinquent loans are higher in other States vs
Karnataka

PAR 30 is higher QoQ due to seasonality and flood
impact

Growth trajectory

9MFY24 opex-AUM ratio stood at 4.5% and is likely to
sustain in the range of 4.5-4.6%

The cost-income ratio is expected in the range of 31-
32%, aided by likely low borrowings cost and further
improvement in efficiency

Q4FY24 credit cost is set to remain in the guided
range

The opex-AUM ratio is expected in the range of 4.4-
4.5% for Q4FY24

The company is set to grow at 25% in FY24

Management expects a cost-income ratio in the range
of 30-32% for the next two years

NIM is set to sustain at the guidance levels

Yield and spread

The cost of borrowing should remain stable and
coming off sequentially.

The company has strong control on cost of
borrowing on the back of a diversified liability profile,
continued access to PSL-linked funds, improved credit
ratings, and well-capitalized balance sheet

The company has reduced lending rates by 50bp
across microfinance and retail finance businesses
during December 2023 and January 2024; the full
impact of revised pricing on the portfolio yield will be
gradually realized in the next 18-20 months

Average maturity for assets stood at 18.7months and
liabilities at 24 months

The bank borrowing increased sequentially on a
absolute basis as overall borrowings were up; In
Q4FY24 it is expected to increased further as its
planning to borrow from bank due to lot of available
sanctions.

The marginal cost of borrowing of banks stood at 9.4-
9.5%, international banks at 8.9%, Development
financial institution (DFI) at 9.5-9.6%, and Non-
convertible debentures (NCD) at 9.4%

Operational highlights

The business momentum was temporarily affected for
2-3 weeks in November due to CBS upgradation
processes

It opened 17 new branches during the quarter

CBS upgradation would have a positive effect across
processes

The sequential decline in opex also was due to
seasonality and an aberration due to employee cost
reversal of INR 10mn in Q3

Most expansion was in newer geographies, largely in
other States in contiguous districts only

Top 4 States have seen split in branches

The number of customer addition in Q3FY24 stood at
0.27mn, with Q2FY24 at 0.33mn and 33% of
customers are unique to CREDAG

Madhya Pradesh: It was vulnerable in some districts,
but it was temporary and the issues have been
addressed

Karnataka is high single-digit growth only as
diversification is the focus

Elara Securities (India) Private Limited
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CreditAccess Grameen

Maharashtra is stable based on average ticket size;
each state has its own features, but largely vintage
and income of the client determines the loan size.

New credit customers added were 33% in Q3FY24

Other highlights

Reduction in rates is due to consistent reviews.
Regulator expects to continue to review and advise
lenders

There is no meaningful change in exposure across
States. It has been careful in Gujarat and Rajasthan
but there was no significant variation

Leverage stood at 4.4x, with a ROE of 24% and a ROA
of 5.5%; it will maintain CAR of 20%, which is currently
stood at 24%; hence, there is no capital raise for the
next 2-3 years

Elara Securities (India) Private Limited

ROA is set to sustain at the current levels

Customer attrition at 15% is range-bound with an
85% retention rate, which has been sustained; focus
is on higher differentiated products to retain
customers; 8% of the attrition is due rejection by
CREDAG.

Credit rating upgrade by CRISIL from A+ to AA- stable
on 30 November 2023, the highest rating in MFI
industry

Around 44% of customers were added in the past 12
months are from other than the Top 3 States

The opex cost had an impact on one-time employee
cost reversal of INR 50m.

Most of the branch expansion is in newer States
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Exhibit 2: Healthy loan growth; disbursements up 7.6% QoQ

(INR mn) Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24
Total disbursements 47,200 57,920 21,460 43,750 48,470 71,710 47,710 49,660 53,440
YoY growth (%) 2.8 22.6 101.5 125 2.7 238 122.3 13.5 10.3
QoQ growth(%) 21.4 227 (629 103.9 108 479 (335 417 7.6
Gross loan portfolio (GLP) 145,860 166,000 156,150 165390 177,860 210,320 218,140 224,880 233,820
YoY growth (%) 184 22.2 233 24.0 21.9 26.7 39.7 36.0 3.5
QoQ growth(%) 9.4 13.8 [5.9) 59 7.5 183 3.7 3.7 4.0
Source: Company, Elara Securities Research

Exhibit 3: IGL share declines 6 1bp QoQ; retail finance share increases 55bp QoQ

GLP composition (% mix) Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24
IGL (Incl. MMFL) 95.2 96.1 95.7 95.5 95.9 95.5 94.8 93.8 93.2
Family Welfare 0.4 0.2 0.8 1.1 0.7 0.3 0.7 0.7 0.4
Home Improvement 25 25 2.6 2.6 2.7 33 3.6 3.9 4.2
Emergency 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0
Retail Finance 1.8 1.2 0.9 0.7 0.6 0.8 1.0 1.6 2.1
Source: Company, Elara Securities Research

Exhibit 4: Yield remain steady at 21%, led by effective liability management

(%) Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24
Avg. New Disbursement Interest Rate = = 20.3 20.8 21.5 21.9 21.9 22.0 21.8
Portfolio Yield 18.6 18.5 18.4 19.1 19.6 19.7 20.7 21.1 21.0
Weighted Avg. Cost of Borrowing 9.4 8.9 9.1 9.2 9.6 9.5 9.6 9.8 9.8
Marginal Cost of Borrowing 8.2 8.4 8.7 8.9 10.2 9.4 9.7 9.6 9.7
NIM 11.4 11.3 11.1 12.0 11.9 12.2 13.0 13.1 13.1
Source: Company, Elara Securities Research

Exhibit 5: Employee and loan officer decline sequentially; branch expansion to continue

(Noj Q3FY22 Q4FY22 QI1FY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24
Total Branches 1,593 1,635 1,681 1,684 1,727 1,786 1,826 1,877 1,894
YoY growth (%) 147 14.8 18.0 2.0 84 9.2 8.6 1.5 9.7
QoQ growth(%) 3.7 2.6 2.8 0z 2.6 % 2.2 2.8 0.9
Total Employees 15,483 15,667 15,642 16,018 16,807 16,759 17,391 19,241 19,041
YoY growth (%) 53 88 9.0 4.6 86 7.0 11.2 20.1 133
QoQ growth(%) 1.1 1.2 [0.2) 24 49 /0.3) 38 106 /1.0)
Total Borrowers ('000) 3,739 3,820 3,690 3,798 3,939 4,264 4,424 4,603 4,693
YoY growth (%) [43) [2.4) /2.5) 1.3 53 11.6 19.9 212 19.1
QoQ growth(%) [0.3) 22 (3.4) 2.9 37 83 38 4.0 2.0
Total Loan Officers 10544 10,770 10566 10,826 11,453 11,490 12043 13336 13,054
Yoy growth (%) 65 (367  [37.6) (415 86 6.7 14.0 232 14.0
QoQ growth(%) [43.0) 2.1 /1.9 25 58 03 48 10.7 /2.1)
Source: Company, Elara Securities Research

Exhibit 6: Customer addition run-rate declines sequentially

(1000) Q3FY22 Q4FY22 QI1FY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24
Incremental borrower addition (12) 81 (130) 108 141 325 160 179 90
Borrower count increase YoY % [(4.3) [(2.4) [(2.5) 1.3 53 11.6 19.9 21.2 19.1
AUM growth YoY% 184 222 233 24.0 21.9 26.7 39.7 36.0 3.5

Source: Company, Elara Securities Research

Elara Securities (India) Private Limited
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Exhibit 7: Increased productivity - key enabler to loan growth

GLP per Branch (INR mn) Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24

GLP per Branch 91.6 101.5 92.9 98.2 103.0 117.8 119.5 120.0 123.0

QoQ growth(%) 6.1 10.9 (8.5) 57 4.9 14.3 1.4 0.4 25

YoY growth (%) 3.2 6.4 4.5 13.8 125 16.0 28.6 22.2 19.4

GLP per Loan Officer 13.8 15.4 14.8 15.3 15.5 18.3 18.1 16.9 17.9

QoQ growth(%) 92,1 /1.4 (4.1 34 1.7 17.9 /1.0 16.9) 6.2

YoY growth (%) 11.2 93.0 97.6 1127 12.3 18.8 22.6 10.4 153 ‘_n
Borrowers per Branch (nos.) 2,347 2,336 2,195 2,255 2,281 2,387 2,423 2,452 2,478 m
QoQ growth(%) (3.3 (0.5) (6.0) 27 1.1 47 1.5 1.2 1.0 . G
YoY growth (%) (165)  [150)  [17.4) (7.1) (2.8) 22 10.4 87 86 c
Borrowers per Loan Officer (nos.) 355 355 349 351 344 371 367 345 360 m
QoQ growth(%) 75.0 0.0 (1.5 05 (2.0 7.9 (1.0 (6.0 42 C
YoY growth (%) [10.1) 542 56.3 731 (3.0 46 52 /1.6 45 E
GLP - Avg O/S per Loan (INR '000) 27.6 29.8 28.1 27.4 28.1 30.6 30.1 29.7 30.6 .c
QoQ growth(%) 10.0 80 /(5.7) (2.5) 26 89 /1.6 /1.3 30 ]
YoY growth (%) 29.6 20.6 19.6 9.2 1.8 2.7 7.1 84 89 h:
GLP - Avg O/S per Borrower (INR '000) 39.0 A4 42.3 43.5 45.2 4.3} 49.3 48.9 49.8 =)
QoQ growth(%) 9.9 /1.3 (2.5) 28 39 9.1 - [0.8) 1.8 &
YoY growth (%) 22.6 257 26.6 225 159 13.6 16.5 12.4 102 q)
Source: Company, Elara Securities Research o 2
Exhibit 8: Borrower share of Top 4 States raised; Branch and GLP share of Top 4 States continue to decline D

States Q4FY23 QIFY24 Q2FY24 Q3FY24

Branch Borrower GLP (%) Branch Borrower GLP (%) Branch Borrower GLP (%) | Branch Borrower GLP (%)
share (%) share (%) share |share (%) share (%) share share (%) share (%) share |share (%) share (%) share

Karnataka 17.4 263 33.2 17.5 26.0 33.0 17.8 25.7 32.9 17.8 263 32.2
Maharashtra 16.9 21.6 20.9 16.8 20.7 20.6 16.5 20.8 20.6 16.4 21.1 20.7
Tamil Nadu 21.2 19.9 20.2 21.0 19.7 19.9 20.5 19.5 20.0 20.3 20.0 20.4
Madhya Pradesh 8.3 7.6 6.7 8.1 7.6 6.5 7.9 7.4 6.3 7.9 7.5 6.2
Other states & UT 36.3 24.6 19.0 36.7 25.9 21.0 37.3 26.6 20.2 37.6 25.1 20.6

Source: Company, Elara Securities Research

Exhibit 9: Tamil Nadu GLP increases 6% sequentially

States Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24
Karnataka 61,717 69,826 71,986 73,986 75,290
Maharashtra 37,351 43,957 44,937 46,325 48,401
Tamil Nadu 36,995 42,485 43,410 44,976 47,699
Madhya Pradesh 11,739 14,091 14,179 14,167 14,497
Other States & UT 30,058 39,961 45,809 45,426 48,167
Total 177,860 210,320 220,321 224,880 234,054

Source: Company, Elara Securities Research

Elara Securities (India) Private Limited
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Exhibit 10: Term loans share in the borrowing mix decreases 270bp QoQ; foreign borrowing share increases
550bp QoQ

(%)

100 -
80 -
60 -
40 -
20 -
0 . . . . . . . .

Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24

B Term Loans uNCDs = Foreign Borrowings m Subordinated Debt = MLD B Direct Assignment

Source: Company, Elara Securities Research

Exhibit 11: GNPA increases 20bp QoQ on account of seasonality

(INR mnj Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24
Asset quality
Gross NPAs 8,511 5,601 4,584 3,400 2,887 2,368 1,817 1,657 2,197
Gross NPA (%) 6.0 3.6 3.1 2.2 1.7 1.2 0.9 0.8 1.0
ROA (%) 3.0 37 3.1 4.0 4.6 55 5.8 5.6 55
ROE (%) 11.9 15.9 13.4 16.1 18.8 24.0 26.4 24.7 23.6
EAD
- Stage 1 130,050 147,582 141,363 152,488 165,347 192868 200,993 211,776 223,835
- Stage 2 2,876 1,873 1,518 926 609 437 444 674 959
- Stage 3 8,511 5,601 4,584 3,400 2,887 2,368 1,817 1,657 2,197
Total ECL provisioning (%) 4.7 34 3.0 25 2.0 1.8 1.6 1.6 1.8

Source: Company, Elara Securities Research

Exhibit 12: PAR trends declines due to the flood impact

(%) Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24
PAR O 3.1 2.2 1.5 1.2 1.3 1.8
PAR 30 24 1.8 1.2 1.0 0.9 1.2
PAR 60 2.0 1.6 1.1 0.8 0.7 1.0
PAR 90 1.7 1.3 1.0 0.7 0.6 0.8

Source: Company, Elara Securities Research

Exhibit 13: Collection efficiency falls slightly sequentially

(%] Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24
Collection efficiency — CREDAG 94.5 96.0 97.0 98.0 98.0 98.0 98.7 98.7 98.3
CE% (excl. arrears) - MMFL 88.0 92.0 93.0 94.0 95.0 97.0 NA NA NA
CE% (incl. arrears) — MMFL 90.0 94.0 94.0 96.0 96.0 97.0 NA NA NA

Source: Company, Elara Securities Research

Exhibit 14: Change in estimates

(INR mnj Old Revised % Chg

FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Net interest income 30,445 36,204 44,178 31,028 37,358 47,644 1.9 3.2 7.8
PPOP 22,225 26,800 32,244 23,097 27,772 34,437 3.9 3.6 6.8
PAT 13,287 15,800 18,919 13,975 16,653 20,591 52 54 8.8
EPS (INR) 83.5 99.3 119.0 88 105 129 52 54 8.8
TP (INR) 1,638 1,986 21.2

Source: Elara Securities Estimate
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Exhibit 15: Valuation

Fair price - EVA (enterprise value method, INR)

Fair price - P/ABV (2-stage Gordon growth model, INR)
Target price - Average (INR)

Target P/ABV (x)

Target P/E (x)

CMP (INR)

Upside (%)

Dividend yield (%)

Total return (%)

2,382
1,590
1,986
3.9
20.6
1,675
19.0
0.0
18.0

Note: pricing as on 19 January 2024; Source: Elara Securities Estimate
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Date Rating Target Price Closing Price
1 14-Dec-2022 Buy INR 1,100 INR 907
2 8-Feb-2023 Buy INR 1,155 INR 957
3 16-May-2023 Buy INR 1,303 INR 1,086
4 19-May-2023 Buy INR 1,474 INR 1,220
5 21-July-2023 Buy INR 1,535 INR 1,312
6 20-Oct-2023 Buy INR 1,638 INR 1,390
7 19-Jan-2024 Buy INR 1,986 INR 1,675
Guide to Research Rating
BUY Absolute Return >+20%
ACCUMULATE Absolute Return +5% to +20%
REDUCE Absolute Return -5% to +5%

SELL Absolute Return <-5%
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note
is to provide preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding
/ evaluating the Proposal. Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred
to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment
in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and
risks of such an investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent
recommendation to its client and would be happy to provide any information in response to specific client queries. Elara Securities (India) Private Limited or any of
its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations
or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or
agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking
or other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is
strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly
in any form to any other person or published, copied, in whole or in part, for any purpose. This Note is not directed or intended for distribution to, or use by, any
person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject Elara Securities (India) Private Limited or any of its affiliates to any registration or licensing requirements
within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes,
should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or
the Advisors without retaining any copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that future
results or events will be consistent with this information. This Information is subject to change without any prior notice. Elara Securities (India) Private Limited or any
of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara Securities (India) Private
Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits
that may arise from or in connection with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall
it constitute an indication that there has been no change in the business or state of affairs of the company since the date of publication of this Note. The disclosures
of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views
expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from
maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private
Limited. It is important to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration
mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India
Limited [NSE], in the Capital Market Segment of BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited's business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in
last five years. However, during the routine course of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on
Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities (India) Private Limited has not been debarred from doing
business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are
registered or proposed to be registered.

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com
Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest
in the subject company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of
1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India)
Private Limited does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date
of publication of Research Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the
subject company at the end of the month immediately preceding the date of publication of Research Report. Research Analyst or his/her relative or Elara Securities
(India) Private Limited or its associate entities does not have any other material conflict of interest at the time of publication of the Research Report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate
entities of Elara Securities (India) Private Limited may have received compensation from the subject company in the past twelve months. Research analyst or Elara
Securities (India) Private Limited or its associate entities have not managed or co-managed public offering of securities for the subject company in the past twelve
months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant banking
or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may
have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company or
third party in connection with the Research Report in the past twelve months.

Disclaimer & Standard warning

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

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we
endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will
continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the
particular situation.

Disclosures for U.S. Investors

The research analyst did not receive compensation from CreditAccess Grameen Limited.

Elara Capital Inc.’s affiliate did not manage an offering for CreditAccess Grameen Limited.

Elara Capital Inc.’s affiliate did not receive compensation from CreditAccess Grameen Limited in the last 12 months.

Elara Capital Inc.’s affiliate does not expect to receive compensation from CreditAccess Grameen Limited in the next 3 months.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it
should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or
strategies mentioned herein may not be suitable for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice,
and are only correct as of the stated date of their issue. Prices, values or income from any securities or investments mentioned in this report may fall against the
interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income, please
note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a
different currency to the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that
investment to the investor. The information contained in this report does not constitute advice on the tax consequences of making any particular investment
decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a recommendation of
particular securities, financial instruments or strategies to you. Before acting on any recommendation in this material, you should consider whether it is suitable
for your particular circumstances and, if necessary, seek professional advice.

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not
guarantees of future performance and are based on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future
performance could differ materially from these “forward-looking statements” and financial information.
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