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Resilient Show

Performance better than expectations; PAR/credit cost increase largely
on expected lines

Notwithstanding softer-than-estimated disbursements/growth, CREDAG's
NII/PPOP/PAT were 2%/3%/5% ahead of our expectations aided by stable spreads,
higher insurance income and lesser-than-forecasted credit cost. Asset quality
movement was largely on expected lines with 50 bps decline in collection efficiency,
120 bps of PAR accretion and 20 bps increase in PAR 90 (after usual write-off of 40
bps). Credit cost was expectedly elevated at 2.7% on PAR increase, and coverage across
loan stages was maintained. Post absorbing a higher credit cost, CREDAG delivered
RoA/RoE of 5.4%/23.5%.

Maintains growth, credit cost and profitability guidance for FY25

Notably, despite the trends witnessed in PAR and credit cost in Q1 FY25, the
management has retained GLP growth (23-24%), Credit Cost (2.2-2.4%) and RoE (23-
23.5%) guidance for the year. Factors beneath such expectations are 1) stabilization of
new PAR addition in June and July, and expectations of gradual improvement in coming
months, 2) structural challenges with regards to customer leverage, customer migration,
rejections increase, etc. only confined to few pockets/districts of some states, 3)
customer addition and GLP growth to substantially pick-up in H2 (like seen in FY24/23)
and 4) stability of funding cost and implementation of district and customer level pricing
likely supporting portfolio spread.

Co. has taken measures to control fresh PAR accretion and mitigate delinquency flow
rates such as a) tightening filters while onboarding new customers and while extending
new loans to existing customers and b) deploying senior field staff and business support
teams to stem the PAR increase. The recently announced MFIN guardrails would have
an impact on ~8% of CREDAG's customer base, but co. is confident of mitigating this
by stronger customer addition.

Trim estimates/target to factor potential industry risks; retain BUY on
reasonable valuation and profitability resilience

We tweak estimates for growth and credit cost and hence revise earnings lower by 3-
4%, factoring the possibility of further PAR increase amidst current chaos and
uncertainty. We are just taking a conservative stance even though CREDAG remains
reasonably confident about delivering on its growth and profitability guidance. On the
positive side, the risk of a deeper/longer credit cost cycle looks remote if one goes by
Q1 FY25 performance and commentary of the management. We estimate 23%/21%
CAGR in GLP/PAT over FY24-26 with an average RoE delivery of 23%. We retain BUY
on CREDAG with 12m PT marginally lowered to Rs1800. Current valuation is attractive
if the PAR cycle plays out as per expectations of the management. Key monitorable
would be collection trends in the current quarter.

Exhibit 1: Result table

(Rs mn) Q1FY25 Q4FY24 % qoq Q1FY24 % yoy
Total Operating Income 15,120 14,575 3.7 11,700 29.2
Interest expended (5,103) (4,822) 5.8 (3,849) 32.6
Net Interest Income 10,017 9,753 2.7 7,851 27.6
Operating expenses (2,929) (3,182) (7.9) (2,420) 21.0
PPOP 7,093 6,588 7.7 5,438 30.4
Provisions (1,746) (1,533) 13.9 (764) 128.5
PBT 5,347 5,055 5.8 4,674 14.4
Tax (1,371) (1,324) 3.6 (1,189) 15.3
PAT 3,977 3,731 6.6 3,485 14.1
Minority Interest / OCI (145) (95) 52.7 (112) 29.2
Adjusted PAT 3,831 3,636 54 3,372 13.6

Source: Company, YES Sec
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Exhibit 2: State-wise GLP mix

(V) Q1FY25 Q4 FY24 chg qoq Q1FY24 chg yoy
Karnataka 31.7 318 (0.1) 33.0 (1.3)
Maharashtra 20.7 20.6 0.1 20.6 0.1
Tamil Nadu 19.9 20.1 (0.2) 19.9 -
Madhya Pradesh 6.5 6.3 0.2 6.5 -
Others 21.2 21.2 - 20.0 1.2
Source: Company, YES Sec
Exhibit 3: Consolidated highlights
Rs mn Q1FY25 Q4FY24 % qoq Q1FY24 % yoy
GLP (Rs mn) 2,63,040 2,67,140 (1.5) 2,18,140 20.6
Total equity (Rs mn) 69,610 65,700 6.0 54,490 27.7
Active borrowers (lacs) 49.8 49.2 1.3 44.2 12.7
Branches 1,976 1,967 0.5 1,826 8.2
Employees 19,659 19,395 1.4 17,391 13.0
ROA (%) 5.4 5.7 (0.3) 5.8 (0.4)
RoE (%) 23.5 24.9 (1.4) 26.4 (2.9)
GNPA (%) 1.5 1.2 0.3 0.9 0.6
Provisioning (%) 2.3 2.0 0.3 1.6 0.7
D/E (x) 2.9 3.3 (0.4) 3.1 (0.2)
Source: Company, YES Sec
Exhibit 4: 1-yr rolling P/ABV band Exhibit 5: 1-year rolling P/ABV vis-a-vis the mean
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FINANCIALS

Exhibit 6: Balance Sheet
Y/e 31 Mar (Rs m)
Equity and Liabilities
Equity Share Capital
Other Equity
Share-holders fund
Non-controlling Interest
Financial Liabilities
Trade payables
Debt Securities
Borrowings (Excl. Debt Sec.)
Subordinated Liabilities
Other Financial Liabilities
Non-Financial Liabilities
Provisions
Deferred tax liabilities (net)

Total Liabilities & Equity

Assets

Financial Assets

Cash and Cash Equivalents
Bank balances

Receivables

Loans

Investments

Other Financial Assets
Non- Financial Assets
Current tax assets (Net)
Deferred tax assets (Net)
Property, Plant and Equipment
Intangible assets

Goodwill

Other Non-Financial Assets

Total Assets

FY22

1,559
40,110
41,669

1,32,688

2,590

14,181
1,14,249
777
874
462
313
135
1,74,820

1,66,457
15,806
1,808
1,47,653
5

1,185
8,362
385
1,554
318

31
5,223
852
1,74,820

FY23

1,589
49,481
51,070

1,66,948

3,037

16,724
1,45,620
779
789
563
366
191
2,18,581

2,11,155
13,414
950
1,90,433
4,545
1,496
7,426
396

809

321

39

5,022
839
2,18,581

FY24

1,594
64,106
65,700

2,22,039

2,564

20,421

1,97,737
252
1,065
723

475

249
2,88,462

2,80,157
11,073
2,066
2,51,050
14,389
1,214
8,304
556
1,369
321

45

4,877
1,135
2,88,462

FY25E

1,594
81,158
82,752

2,72,902

2,948

25,118

2,43,216
310
1,310
842

593

249
3,56,496

3,47,437
15,517
2,479
3,09,596
17,986
1,493
9,060
723
1,780
385

45

4,877
1,249
3,56,496

FY26E

1,594
1,02,433
1,04,027
3,34,084

3,390

30,770
2,97,939
380
1,605
990

742

249
4,39,102

4,29,089
20,057
2,975
31818873
22,483
1,837
10,012
940
2,314
462

45

4,877
1,374
4,39,102

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 7: Income statement

Y/e 31 Mar (Rs m) FY22 FY23 FY24 FY25E FY26E
Operating Income 27,428 35451 51,667 65,137 77,992
Interest expense (9,841) (12,129) (17,324) (22,6006) (26,241)
Net interest income 17,587 23,322 34,342 42,532 51,751
Non-interest income 73 57 60 42 44
Total op income 17,660 23,379 34,402 42,574 51,795
Total op expenses (6,885) (8,315) (10,493) (12,696) (15,489)
PPoP 10,775 15,064 23,910 29,877 36,306
Provisions (5,967) (4,010) (4,518) (7,008) (7,773)
Profit before tax 4,808 11,054 19,392 22,869 28,533
Taxes (1,277) (2,794) (4,933) (5,817) (7,258)
Net profit 3,531 8,261 14,459 17,052 21,275

Source: Company, YES Sec

Exhibit 8: Growth and Ratio matrix
Y/e 31 Mar FY22 FY23 FY24 FY25E FY26E
Growth matrix (%)
Net interest income 14.8 32.6 47.3 23.8 21.7
Total op income 14.9 324 47.1 23.8 21.7
Op profit (pre-provision) 13.2 39.8 58.7 25.0 21.5
Net profit 168.7 134.0 75.0 17.9 24.8
Loans 26.0 29.0 31.8 23.3 232
Borrowings + Debt 18.1 26.2 33.9 23.0 22.5
Total assets 16.1 25.0 32.0 23.6 23.2
Profitability Ratios (%)
NIM 11.7 12.4 14.4 14.3 14.1
Non-interest income /Total income 0.4 0.2 0.2 0.1 0.1
Return on Avg. Equity 9.0 17.8 24.8 23.0 228
Return on Avg. Assets 2.2 4.2 5.7 5.3 5.3
Per share ratios (Rs)
EPS 22.7 52.0 90.7 107.0 1335
Adj. BVPS 247.0 301.4 392.3 499.3 632.8
Other key ratios (%)
Loans/Borrowings 1143 116.7 114.9 115.2 115.9
Cost/Income 39.0 35.6 30.5 29.8 29.9
Credit cost 4.5 24 2.0 2.5 2.3
Tax rate 26.6 25.3 25.4 254 254

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL
and are subject to change without any notice. The report and
information contained herein are strictly confidential and meant solely
for the intended recipient and may not be altered in any way,
transmitted to, copied or redistributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written
consent of YSL.

The information and opinions contained in the research report have
been compiled or arrived at from sources believed to be reliable and
have not been independently verified and no guarantee, representation
of warranty, express or implied, is made as to their accuracy,
completeness, authenticity or validity. No information or opinions
expressed constitute an offer, or an invitation to make an offer, to buy
or sell any securities or any derivative instruments related to such
securities. Investments in securities are subject to market risk. The value
and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. Investors should note that
each security's price or value may rise or fall and, accordingly, investors
may even receive amounts which are less than originally invested. The
investor is advised to take into consideration all risk factors including
their own financial condition, suitability to risk return profile and the
like, and take independent professional and/or tax advice before
investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general
nature which may not be specifically suitable to any particular investor.
Past performance may not necessarily be an indicator of future
performance. Actual results may differ materially from those set forth
in projections. Registration granted by SEBI and certification from NISM
in no way guarantee performance of the intermediary or provide any
assurance of returns to investors.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company'’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the
use of this report. This report 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 YSL and associates to any
registration or licensing requirement within such jurisdiction. The

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 7t Floor, Urmi Estate Tower A, Ganpatrao
Kadam Marg, Opp. Peninsula Business Park, Lower Parel (West),
Mumbai - 400 013, Maharashtra, India.

X research@ysil.in | Website: www.yesinvest.in
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securities described herein may or may not be eligible for sale in all
jurisdictions or to certain category of investors. Persons in whose
possession this document may come are required to inform themselves
of and to observe such restriction.

YES Securities (India) Limited distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional
Investors through SEC 15a-6 rules and regulations under an exclusive
chaperone arrangement with Brasil Plural Securities LLC. The views and
sentiments expressed in this research report and any findings thereof
accurately reflect YES Securities (India) Limited analyst’s truthful views
about the subject securities and or issuers discussed herein. YES
Securities (India) Limited is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ are not associated persons of any U.S. regulated
broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the
regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things,
communications with a subject company, public appearances and trading
securities held by a research analyst account. This report is intended for
distribution by YES Securities (India) Limited only to "Major Institutional
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a
6(a)(2). If the recipient of this report is not a Major Institutional Investor
as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated
and/or transmitted onward to any U.S. person or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL &
NSDL: IN-DP-653-2021 | MERCHANT BANKER: INM000012227 |
RESEARCH ANALYST: INHO00002376 | INVESTMENT ADVISER:
INAO00007331 | Sponsor and Investment Manager to YSL Alternates
Alpha Plus Fund (CAT Il AIF) SEBI Registration No.: IN/AIF3/20-21/0818 |
AMFI ARN Code - 94338.

Details of Compliance Officer: Name: Aditya Goenka,
Email id: compliance@ysil.in, Contact No: 022- 65078127 (Extn: 718127)

Grievances Redressal Cell: customer.service@ysil.in/igc@ysil.in

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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DISCLOSURE OF INTEREST
Name of the Research Analyst: Rajiv Mehta, Manuj Oberoi

The analyst hereby certifies that opinion expressed in this research
report accurately reflect his or her personal opinion about the subject
securities and no part of his or her compensation was, is or will be
directly or indirectly related to the specific recommendation and opinion
expressed in this research report.

=T Particulars

No. Yes/No

Research Analyst or his/her relative’s or YSL's

financial interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more

2 securities of the subject company(ies) at the end No
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publication of the Research Report

Research Analyst or his/her relative or YSL has
3 any other material conflict of interest at the time No
of publication of the Research Report

Research Analyst has served as an officer, director
or employee of the subject company(ies)
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investment banking or merchant banking or
brokerage services from the subject company in
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o

No

YSL has received any compensation for products
or services other than investment banking or
merchant banking or brokerage services from the
subject company in the past twelve months

No

YSL has received any compensation or other
8 benefits from the subject company or third party No
in connection with the research report

YSL has managed or co-managed public offering
9 of securities for the subject company in the past No
twelve months

Research Analyst or YSL has been engaged in
10  market making activity for the subject No
company(ies)

Since YSL and its associates are engaged in various businesses in the
financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or
brokerage services or for any other product or services of whatsoever
nature from the subject company(ies) in the past twelve months or
associates of YSL may have managed or co-managed public offering of
securities in the past twelve months of the subject company(ies) whose
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Associates of YSL may have actual/beneficial ownership of 1% or more
and/or other material conflict of interest in the securities discussed
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL
REPORTS

Analysts assign ratings to the stocks according to the expected
upside/downside relative to the current market price and the estimated
target price. Depending on the expected returns, the recommendations
are categorized as mentioned below. The performance horizon is 12 to
18 months unless specified and the target price is defined as the
analysts’ valuation for a stock. No benchmark is applicable to the ratings
mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI)
registered Stock broker holding membership of National Stock Exchange
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is
also a SEBI-registered Category | Merchant Banker, Investment Adviser
and Research Analyst. YSL is also a Sponsor and Investment Manager of
Alternate Investment Fund - Category Ill (YSL Alternates) and AMFI
registered Mutual Fund Distributor. The Company is also a registered
Depository Participant with CDSL and NSDL. YSL offers, inter alia,
trading/investment in equity and other financial products along with
various value added services. We hereby declare that there are no
disciplinary actions taken against YSL by SEBI/Stock Exchanges.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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