Satin Creditcare - BUY

12 February 2024

After a long hiatus during COVID, Satin is well on its path to grow
at ~30% led by customer acquisition, geographical expansion,
ATS growth and scale up of non-MFI segments (MSME and
affordable HL). It has also made improvements in its underwriting
and collections processes, is investing in tech and has made key
leadership changes. Consequently, we expect Satin to sustain its
FY24 performance and deliver ROAs/ROEs of 4.7%/21.5% by
FY26 with EPS growth of 21% Cagr (FY24-26ii). Its valuations at
0.9x FY25 P/B are undemanding and are at ~40% discount to its
peers. Initiate coverage with BUY and a TP of Rs350, implying
1.3x P/B multiple on FY25 book.

Strong loan growth with geographic diversification: After the
pandemic period growth slump, Satin is back on the growth path with
FY24 disbursements likely to be ~20% higher than pre-COVID peak
(FY20). This has been aided by new customer acquisition and modest
increase in ATS (5% Cagr since FY22). Satin has also reduced its geog.
concentration (top 4 state concentration declining to 55% from 68% in
FY18 and 96% districts having <1% concentration) and also forayed into
new states (TN/KR). We expect Satin to sustain this momentum and
expect it to grow at ~30% Cagr for FY24E-FY26E.

Superior AQ outcome during COVID; credit costs to normalize
from FY24 lows: Satin demonstrated amongst the lowest cumulative
credit costs of 10.5% (FY20-23) during COVID and its stage3+2 loans
have halved to 4% (FY23) with post pandemic portfolio performing better
than the sector. However, we expect its credit costs to normalize to
160bps over FY25/26 from lows of 120bps in FY24ii given rising MFI
sector delinquencies in the northern states especially PB where Satin has
6.8% exposure. We also expect Satin’s cost ratios to improve to 6.3% by
FY26ii (-50bps) with growth resuming and tech spends moderating.

Initiate with BUY and TP of Rs 350: Satin’s valuations at 0.9x FY25
P/B are undemanding for ROAs/ROEs of 4.7%/21.5% and are at ~40%
discount to its MFI peers excluding CREDAG. Initiate coverage with BUY
rating and a TP of Rs350, implying 1.3x P/B multiple on FY25 book. Risks:
Event based risk, political risk, governance concerns.
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cMP Rs253 Price performance (%)
im 3M 1Y
12-mth TP (Rs) 350 (38%)
Absolute (Rs) -2.4 -2.6 76.0
Market cap (US$m) 259  Absolute (US$) 23 23 749
Bloomberg SATIN IN Rel.to Smallcap -6.6  -22.0 13.7
Cagr (%) 3yrs 5yrs
Sector NBFC EPS (Rs) 72.2
Shareholding pattern (%) Stock performance
Promoters 36.1 Vol('000, LHS) e Price (Rs., RHS)
Pledged (as % of promoter share) 0.0 15,000 300
Fll 9.6
DIl 8.2 10,000 200
52Wk High/Low (Rs) 275/119 5,000 100
Shares o/s (m) 110
Daily volume (US$ m) 1.4 i i me s
Dividend yield FY25ii (%) 0.0 2TERTTATERTLD
Free float (%) 64.0 sEosfosssso0s
Financial summary (Rsm)
Y/e 31 Mar, Consolidated FY22A FY23A FY24ii FY25ii FY26ii
NIl - excl. assignment income 5,970.2 6,322.4 9,720.8 12,881.4 16,232.3
PPOP 2,149.2 4,133.2 6,989.2 9,743.7 12,461.1
Reported PAT 207.0 48.1 4,286.5 5,650.8 7,214.6
EPS (Rs) 2.8 0.6 38.8 51.2 65.3
Growth (%) NA (79.5) 6736.1 31.8 27.7
IIFL vs consensus (%) (0.8) (2.8) (6.2)
PER (x) 91.2 446.1 6.5 4.9 3.9
Book value (Rs) 212 192 217 268 333
PB (x) 1.2 13 1.2 0.9 0.8
CAR (%) 25.3 27.8 26.6 30.9 31.0
ROA (%) 0.3 0.1 4.6 4.6 4.7
ROE (%) 1.3 0.3 21.3 21.1 21.7
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Satin Creditcare Network Limited (SCNL) is a NBFC-MFI providing
financial services to rural India having AUM of Rs110bn. SCNL
converted to NBFC-MFI in 2013 and its product suite includes Income
Generating Loans (IGL), Long Term Loans (LTL), Social impact
financing through WASH (Water and Sanitation) loans, MSME loans
and Housing finance. Initially rooted in North India as a microfinance
entity, SCNL has successfully expanded to become a Pan-India player
(presence in 24 states/UTs) with 3.4mn active customers, 1386
branches and reaching 419 districts as of 9MFY24.

SCNL’s MFI business (89% of AUM) is based on the Joint Liability
Group model (JLG Model) for extending collateral-free microcredit
facilities to the economically disadvantaged women in rural and semi-
urban areas. A Joint Liability Group (JLG) comprises individuals joining
forces to secure a loan from a bank or financial institution. Through
this collective approach, members provide a mutual guarantee to the

lender.
(‘ SATIN

Satin Creditcare Network Limited
= Satin
/ / Housing
- Finance Ltd.

Satin Finserv Limited THE ANSWER IS HOME

Figure 1: SCNL | Corporate structure
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Figure 2: SCNL | Product suite
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SCNL operates 2 wholly-owned subsidiaries: Satin Finserv Limited,
providing secured MSME loans, and Satin Housing Finance Limited,
offering affordable housing finance solutions targeted at low and
middle-income groups. SCNL’'s business correspondent (BC)
subsidiary Taraashna Financial Services Limited was merged with
Satin Finserv Limited effective March 2023 with SCNL running down
the BC Book to adhere to principal business criteria.

SCNL had a total loan book of Rs110bn as of 9MFY24, having
MFI/MSME/Housing mix of 89.1%/5.4%/5.5% respectively. Top 5
states accounted for 60% of the portfolio (UP/Bihar/WB/MP/Punjab -
26.3%/13.5%/8.0%/6.8%/5.4%) whereas the next 5 states
accounted for ~24% as of 9MFY24.
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Figure 3:SCNL portfolio concentration v/s industry penetration

Figure 4:¥89% of AUM consists of MFI business
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SCNL: AUM Mix
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Source: Company, IIFL Research

Figure 5:Though SCNL is looking to diversify, MFl is by far the largest part of the AUM
mix
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Strong loan growth with decreasing
geographic concentration

Post-demonetisation (FY17-20), SCNL demonstrated a robust AUM
CAGR of ~26% to Rs81lbn. However, the growth significantly
decelerated and the AUM fell to Rs76bn (FY22) on account of the
COVID pandemic where SCNL materially scaled down disbursements
to prioritize collections over growth. SCNL's AUM growth has
recovered (~40% YoY growth for 3QFY24) with FY24ii disbursements
set to cross pre-COVID levels of Rs90bn (FY20). Strong disbursement
growth has been underpinned by new customer acquisitions,
geographic expansion and modest increase in ticket size.

Figure 6: We expect ~30% AUM growth over FY23-26ii led by new customer acquisition
and ATS growth
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Source: Company, IIFL Research

With expansion in new states in south India and resumption of
disbursements post COVID, Satin has acquired ~0.6mn customers in
9MFY24 after losing similar number of customers from FY20-23. The
ATS for SCNL's MFI loans has grown at ~5% Cagr since FY22 to Rs46K
as of 3QFY24. We expect future AUM growth drivers for SCNL to be a
mix of customer acquisitions and increase in ATS.

Figure 7: Satin recouped ~0.6mn customers lost from FY20-23 in 9MFY24...
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With the impact of the pandemic in the rear-view, SCNL has
demonstrated an increase in market share of disbursals (NBFC-MFI)
at 6.2% in FY23 v/s a low of 5.9% in FY22.
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Figure 8:...acquiring 0.6mn in 9MFY24

Figure 10: SCNL regaining market share in MFI disbursals
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Figure 9:Satin’s ATS has grown at ~5% Cagr since FY22 to Rs46k
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Source: Company, MFIN, IIFL Research

Minimizing the risks associated with geographical concentration is
crucial for MFIs, as heavy focus on specific regions can lead to asset
quality challenges caused by unforeseen events. Prior to
demonetization, SCNL's portfolio was highly concentrated in North
India, with Uttar Pradesh alone accounting for 41% as of FY16.
However, SCNL has expanded its operations to include southern,
eastern and north-eastern states, with the share of UP moderating to
~27% now and expanding its reach to ~50% of India's districts.

In comparison to other NBFC-MFI players, SCNL has successfully
managed to de-risk its portfolio concentration with one of the lowest
top 5 state concentration among major players. At the district level,
the proportion of districts with portfolio exposure <1% has risen from
92.5% in FY18 to 96% in FY23 and proportion of districts with
exposure >2% has decreased from 1% to 0.2% over the same time
frame.

We anticipate that the SCNL's expansion and diversification efforts will
continue to gather momentum, especially now that the impact of the
pandemic has receded.
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Figure 11: Satin has reduced top 4 state state concentration to 55% from 68% in FY18...

Figure 13: Satin has amongst the lowest top 5 state portfolio concentration...
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Figure 12: ...with expansion in new geographies

Source: Company, IIFL Research

Figure 14: ...and has also reduced distruict level portfolio concentration
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Figure 15: Compared to its peers, SCNL has one of the lowest top 5 state concentration, rural exposure and cumulative credit cost as % of FY20AUM
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Improving operational efficiency

Satin operational efficiency reduced (opex increased) during Covid-19
as it focused on collections. However, since then it has experienced
improved performance in 9MFY24. Apart from growth coming back,
Satin has also been investing in tech to overhaul its customer
acquisition, collections, and disbursements processes. The Opex to
AUM ratio reached a multi-year low of 5.8% in 1QFY24. The improved
operational efficiency has led to a 14% CAGR in AUM/Branch and an
18% CAGR in AUM/Employee over the past two years (1HFY22 -
1HFY24).

Figure 16: Satin’s opex has improved post COVID with the resumption of growth
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Source: Company, IIFL Research

Having observed a downturn in disbursements/branch and
disbursements/employee levels during the pandemic, both metrics
have surpassed pre-COVID levels in each of the last four quarters
(4QFY23 - 3QFY24). As the impact of process optimization continues
to evolve, we foresee these metrics maintaining their growth
trajectory in medium term.

With growth resuming and as tech spends moderate, we expect
Satin’s opex ratios to moderate over FY25/26. We expect cost/income
ratio and cost/avg. assets ratio to improve to 44%/6.3% in FY26E
from 56%/6.8% respectively in FY23.

Figure 17: Robust growth in AUM/Branch and AUM/Employee
AUM/Branch and AUM/Employee

W AUM/Branch (mn - LHS) AUM/Employee (mn - RHS)

85 - 8.2 8.4 8.5 _
80 A 7.5

: 6.6

7.9

70
65
60
55
50
45
40

w b U1 O N 00 VO

FY19
FY20

FY17

FY18

FY21
1Q22
2Q22
3Q22
4Q22
1Q23
2Q23
3Q23
4Q23
1Q24
2Q24
3Q24

Source: Company, IIFL Research

Figure 18: Disbursement metrics crossing pre-COVID levels
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Figure 19: Improved customer acquisition metrics
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Figure 20: Improving C/I and Cost/Assets Ratios
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AQ improving post pandemic; credit costs to
inch up with rising MFI sector delinquencies

SCNL's asset quality was severely impacted due to the pandemic with
gross NPA reaching peak of 8.2% in FY21. However, its focus on
collections and and portfolio clean up (write-offs in FY20-23) has
helped improve its asset quality with GNPA and NNPA at 3.2% and
0.7% respectively in FY23.

Figure 21: Satin had amongst the lowest cumulative credit cost as % of FY20 AUM...
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Figure 22: ...with stage 3 loans improving to 2.4%
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In fact, Satin’s cumulative credit costs (FY20-23) was amongst the
lowest for MFI players at ~10.5%. Further, Satin has strengthened its
underwriting and collection processes post COVID by setting up a
specialized collections team that focusses on hard bucket
delinquencies and write-off pool. It has also increased focus on center
meetings, is investing in tech and collecting additional customer data
to improve its underwriting and collection outcomes. These have
helped Satin recover Rs480mn (~8% of FY23 write-off) in FY23 and
increase its collection efficiencies.

Figure 23: SCNL — overhaul of its underwriting and collection processes post COVID
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Source: Company, IIFL Research

The performance of the new portfolio originated post July’21 has been
the major driver of asset quality improvement for SCNL vis-a-vis the
sector in general with PAR 1 and PAR 90 at 2.1% and 1.0%
respectively. This portfolio constitutes about 96% of SCNL's total on-
book portfolio.
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Figure 24: Satin’s portfolio sourced post pandemic is performaing better than the sector
in general
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Source: CRIF, Company, IIFL Research, Industry data as of Nov’'23

We note also note that at a sector level, MFI delinquencies seem to
be improving with 30-180DPD delinquencies declining 20bps QoQ in
Jun’23 to 2.0%, but are still higher than the pre-Covid range of
~1.5%. However, state level numbers demonstrate early
delinquencies (1-180 DPD) rising ~10bps QoQ in states such as MP
and Rajasthan. Whereas, 90+ DPD have risen 10-90bps QoQ in
Punjab/UK/HR.

Figure 25: At the industry level, MFI delinquencies improving QoQ
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Source: CRIF, IIFL Research

Figure 26: Early delinquencies rising in MP and RJ...

1-180 DPD Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23
BR 9.9% 6.0% 5.3% 4.3% 2.9% 1.8% 1.7%
TN 19.9% 12.9% 9.3% 6.6% 4.5% 3.1% 2.4%
UP 8.4% 4.5% 4.7% 4.4% 3.9% 2.7% 2.7%
KA 11.8% 7.1% 5.6% 4.0% 2.7% 1.5% 1.2%
wB 21.3% 12.7% 14.6% 15.8% 11.0% 5.3% 4.4%
MH 10.8% 7.8% 7.1% 6.9% 4.7% 3.2% 3.1%
MP 13.6% 8.4% 7.9% 8.0% 5.6% 4.0% 4.1%
OR 11.2% 7.1% 6.1% 6.2% 4.9% 3.4% 3.0%
RJ 13.2% 8.4% 7.7% 7.4% 5.6% 4.4% 4.5%
KL 26.9% 15.6% 10.9% 9.7% 6.1% 3.3% 3.2%

Source: CRIF, IIFL Research

Figure 27: ...and 90+ delinquencies increasing 10-90bps QoQ in PB/UK/HR/SK
Statewise 90+ DPD Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23

JK 0.5% 0.3% 0.5% 0.3% 0.5% 0.2% 0.1%
HP 0.7% 0.7% 0.5% 0.5% 0.4% 0.4% 0.4%
PB 6.1% 2.9% 2.3% 1.6% 2.3% 1.2% 2.1%
UK 2.9% 1.8% 1.9% 2.8% 2.2% 0.9% 1.1%
HR 3.4% 1.8% 1.8% 4.2% 2.4% 1.2% 1.3%
RJ 3.4% 2.7% 2.3% 2.6% 2.0% 1.4% 1.3%
upP 2.1% 1.3% 1.1% 1.3% 1.2% 0.6% 0.6%
BR 2.7% 1.7% 1.2% 1.4% 1.1% 0.6% 0.4%
WB 7.5% 4.2% 3.3% 5.4% 4.8% 1.9% 1.4%
SK 3.4% 2.5% 2.3% 5.7% 3.4% 1.2% 1.3%
GJ 2.3% 2.3% 2.0% 2.6% 1.7% 1.3% 1.3%
MP 3.3% 3.2% 2.5% 3.0% 2.3% 1.4% 1.4%
CG 2.9% 3.4% 2.3% 3.0% 2.3% 1.2% 1.1%
JH 3.0% 2.1% 1.7% 1.5% 1.3% 0.8% 0.6%
oD 3.0% 2.9% 2.1% 2.5% 2.0% 1.4% 1.1%
MH 3.1% 2.9% 2.2% 2.6% 1.8% 1.1% 1.0%
GOA 2.9% 2.3% 2.3% 3.2% 2.0% 1.0% 0.6%
KL 3.5% 4.4% 3.2% 3.0% 2.1% 1.0% 0.8%
KA 2.1% 5.0% 1.6% 1.3% 1.4% 0.9% 0.5%
TN 4.0% 2.8% 3.8% 4.0% 2.6% 1.2% 0.8%
AR 1.1% 0.7% 2.8% 1.7% 1.4% 0.7% 0.5%
NA 3.7% 3.2% 3.1% 10.6% 5.0% 0.8% 0.8%
MA 3.1% 1.3% 2.4% 2.4% 1.2% 0.4% 0.4%
MZ 5.9% 3.0% 2.5% 2.7% 1.9% 0.5% 0.4%

Source: CRIF, IIFL Research
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Further, we note that slippages for individual MFIs bottomed out in
4QFY23 and since then it has been inching up. In last 2Q (2Q/3Q
FY24), slippages have increased 10-300bps (ann.) sequentially for
MFIs. This is due to loan waiver campaigns (‘Karza Mukti Abhiyan’)
being run by local political organisations in some northern states
(Punjab / Haryana) and floods in TN.

Figure 28: Slippages rising after bottoming out in Mar-23; increased ~10-300bps QoQ in
3QFY24
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Source: Company, IIFL Research

Satin has ~20% of its AUM in these states of Punjab, RJ and MP.
Consequently, we expect Satin’s credit costs to inch up over FY25-26ii
to ~1.6% of AUM from lows of ~1.2% in FY24.

Figure 29: We expect credit costs to moderate due to improvement in underwriting
capabilities

Credit Cost as % of avg. AUM
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Source: Company, IIFL Research
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Healthy margins to drive improvement in
return ratios

Although SCNL has been gradually diversifying its borrowing profile,
bank borrowings still account for 65% (3QFY24) of SCNL’s funding
requirements (CREDAG - 53%; Fusion - 79%). In 3QFY24 SCNL’s
credit rating has been upgraded to A (stable) by ICRA from from A-
(Negative) at the start of the year. This may help SCNL in maintaining
its cost of funds. However, we expect yields to moderate ~25-30bps
over FY25-26ii as share of relatively lower yielding home loans and
MSME loans increase and as it passess on some rate cuts to borrowers
over next 6 months. Consequently, we expect Satin’s spreads to
compress ~15bps over next two years even as its NIMs will likely
sustain on lower leverage (warrant conversion and QIP fundraise).

Figure 30: 64% of SCNL’s liability profile consists of bank borrowings

Figure 31: 56% of SCNL’s borrowings are term loans

SCNL: Borrowings Lender-wise (%)
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SCNL: Borrowings Source-wise (%)
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Figure 32: NIMs to expand ~220 bps in FY24E on the back of credit rating upgrade

Yield, COF and NIM

e Gross asset yields

24% A

Gross funding cost e NIM 0N |EA

21% - ] 19.6% 19.4% 19.2%
18.0% 165% 166% SO = ————
4 27 6%
18% 1 15.7% 15.5%  14.99 ”’
15% -
12.3% 109%  10.0% . L, 1L7%  116%  11.6%
129% 4 10.3% 9% 9%  10.6% 10.6%
SO "B &b anm an an e
9% -~
T 107% 107%  104%
6% . 8.5% 6% g1y 7% 8.5%
. (] .

3% T T T T T T T T 1

FY18
FY19
FY20
FY21
FY22
FY23
FY24E
FY25E
FY26E

Source: Company, IIFL Research

viral.shah@iiflcap.com 13



lIFL

SECURITIES

The COVID pandemic had severely affected SCNL's return ratios due
to high asset quality stress, elevated credit costs and de-growth in
AUM. However, SCNL has bounced back post COVID with improved
asset quality of portfolio originated post July’21 and growth resuming
(~40% YoY AUM growth in 3QFY24). We expect SCNL to deliver ROE
of ~20% and ROA of ~4.6% over FY24E-26E.

Figure 33: We expect Satin to be able to deliver ~21+% ROEs over next 3yrs
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After Rs3.7bn fund raise (Rs 1.2bn through warrant conversion and
Rs2.5bn QIP in 3QFY24), Satin is well capitalised with CRAR of 28.7%.

Figure 34: SCNL is well-capitalized with CRAR ratio of 28.7% after Rs3.7bn fund raise in

FY24
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Initiate with BUY and TP of Rs350

After a long haitus during COVID, Satin is well on its path to grow at
~30% led by customer acquisition, geographical expansion, ATS
growth and scale up of non-MFI segments (MSME and affordable HL).
It has also been making strategic improvements in its underwrtiting
and collections processes, investing in tech and making key leadership
changes. Consequently, we expect Satin to sustain its FY24
performance and deliver ROAs/ROEs of 4.7%/21.5% by FY26 with EPS
growth of 21% Cagr (FY24-26ii). Its valuations at 1x FY25 P/B are
undemanding and are at 42%/41% discount to Fusion/Spandana.
Initiate coverage with BUY rating and a target price of Rs350, implying
1.3x P/B multiple on FY25 book.

Figure 35: Key leadership additions at SCNL

Appointments Position Remarks
|

Mr. Anil Kaul n.dependent Former MD of Tata Capital Housing Finance Ltd.
Director

Mr. Bhuvnesh Khanna C.EO - Satin Former Head of SME - HSBC India
Finserv

Mr. Manoj Agrawal Deputy CFO Former Head of Operations - JP Morgan Chase

Source: Company, IIFL Research

Figure 36: Satin is trading at ~40% discount to Fusion / Spandana for ROAs that are
10%/5% lower than Fusion/Spandana

FY24 FY25
SATIN 253 28.0 1.2 0.9 5.7 49| 46 46| 213 211
FUSION 569 57.5 20 16| 108 85| 5.0 51| 205 211
CREDAG 1,596 254.1 39 31| 180 148 56 54| 242 233
SPANDANA 963 68.5 19 1.6 13.7 103| 4.7 48| 149 16.9

Source: Bloomberg Professional, Company, IIFL Research

Figure 37: SCNL ROE Tree
(% of total AUM) FY21 FY22 FY23  FY24E  FY25E FY26E

Interest income 14.1% 15.4% 14.9% 17.7% 17.8% 17.5%

Interest expense 7.7% 7.9% 7.4% 8.5% 8.5% 8.2%
Net interest income 6.4% 7.5% 7.6% 9.2% 9.3% 9.3%
Total non-interest income 2.6% 1.9% 3.7% 3.3% 3.4% 3.4%
Total revenue 9.0% 9.4% 11.3% 12.5% 12.7% 12.6%
Total opex 5.7% 6.7% 6.3% 5.9% 5.7% 5.5%
PPOP 3.3% 2.7% 4.9% 6.6% 7.0% 7.1%
LL & Prov. 3.4% 2.3% 4.9% 1.2% 1.6% 1.6%
PBT -0.1% 0.4% 0.1% 5.4% 5.4% 5.5%
Tax 0.1% 0.2% 0.0% 1.3% 1.4% 1.4%
ROA -0.2% 0.3% 0.1% 4.0% 4.1% 4.1%
ROA as % of total assets -0.2% 0.3% 0.1% 4.61% 4.64% 4.72%
Leverage 5.2 5.1 4.8 4.62 4.55 4.61
ROE -1.0% 1.3% 03% 21.3% 21.1% 21.7%
Total AUM 83,790 76,170 91,150 120,979 155,625 195,337

Source: Company, IIFL Research

Figure 38: Shareholding Pattern

Shareholders Dec-23

Promoter & Promoter Group 36.1%
Mutual Fund 1.6%
AlFs 1.0%
Insurance Companies 3.1%
Flls 9.6%
Bodies Corporate 11.8%
Florintree Ventures LLP 11.1%
Public & Others 25.7%
Total 100.0%

Source: Company, IIFL Research
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1. Lending to economically weaker section

MFI loans are essentially unsecured loans given to the bottom of the
pyramid customers. This exposes MFIs to a much higher degree of
credit risk, which has been episodic in case of Indian MFIs. Thus, any
developments impacting these customers would have higher impact
on MFIs — and to that extent — Satin would be exposed to the same.

2. Prone to event-based risks

Over the last decade, MFIs have witnessed multiple event-based risks
ranging from AP MFI crisis, demonetization, Assam MFI crisis, Covid-
19 — apart from numerous other natural calamities that
disproportionately affect MFI customers. Like any other MFI, Satin is
also exposed to these risks.

3. Political risk

Catering to economically vulnerable segment of population also
exposes MFIs to the risks from political interference, especially around
election times. Sometimes, this interference may even be at a local
district level. Events such as these weaken the credit behaviour of
these customers, apart from NPAs. Being an MFI, Satin is exposed to
this risk.

4. Governance concerns

Satin has related party transactions in the form of inter-corporate
loans given to an entity owned by its promoters, Satin Neo Dimensions
Pvt. Ltd. Mr. Sativinder Singh, Director of Satin Creditcare is the
founder and MD of the said entity. Although we note that the quantum
of it is miniscule — Rs 9.7mn (1.1bps of AUM) as of FY23 and has
reduced by 60% over last two years.

Historically, Satin held a significant portion (peak of 4.6% of total AUM
as of FY22) of wholesale/big-ticket MSME assets on the parent
company’s loan book. It has been a cause of concern due to the non-
core nature of the portfolio and the large ticket sizes. Company is
incrementally not disbursing these loans and existing book is also

reducing with repayments and company expects it to fully run-down
over next 3-4 years. We note that this portfolio has declined by 22%
in absolute terms in 9MFY24 with its share now down to 2.8% of total
AUM as of 3QFY24.

Figure 39: Related party transactions — inter corporate loans (outstanding)

ICD to related party
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Figure 40: Wholesale MSME loan book coming down to 2.8% of total AUM as of 3QFY24
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Figure 41: Select Board of Directors and Key Management Personnels
Board of Directors and Key Management

H P Singh

Jugal Kataria

Rakesh
Sachdeva

Bhuvnesh
Khanna

Manoj
Agrawal

Aditi Singh

Chairman cum MD

Group Controller

Chief Financial Officer

CEO - Satin Finserv Limited

Deputy CFO

Head - Strategy

Mr. HP Singh has over three decades of microfinance experience to his credit and is responsible for pioneering the
unique concept of daily collection of repayments of loans. He is a law graduate and fellow of The Institute of
Chartered Accountants of India since 1984. Under his leadership, SCNL has evolved into a leading microfinance
institution in India, holding a strong national presence and serving millions of rural households with a diverse range
of offerings including microfinance, MSME and affordable housing loans.

Mr. Jugal Kataria is a graduate from Shree Ram College of Commerce and is a Cost Accountant, Chartered Accountant
and Company Secretary with approx. 31 years of relevant experience. Mr. Kataria worked with Apollo Tyres Limited
and Berger Paints (India) Limited before joining SCNL in 2000.

Mr. Sachdeva has more than 30 years of experience across various domains of Finance Management, Business
Operations, Human Resources, Project Management; Strategic Alliances and Contract Management. Mr. Sachdeva is
associated with Satin Creditcare Network Limited as Board member from April, 1999 to November, 2020. He has
served on various committees (including Audit Committee) of the Board of Satin Creditcare Network Limited as
Chairman and Member.

Mr. Khanna is a graduate from St. Xavier's College, Kolkata and holds the Chartered Accountant degree from the
1994 batch. Throughout his career, Mr. Khanna has had the privilege of working with leading brands in the banking
industry including Kotak Mahindra, HDFC Bank, Deutsche Bank and HSBC. His most recent role was with HSBC where
he held pivotal positions across multiple markets such as India, Hong Kong, Shanghai, Bangladesh and London. Mr.
Khanna brings a wealth of experience in National, Regional and Global roles, providing him with exposure to
business/country head positions with P&L responsibilities.

Mr. Agrawal, a rank holder chartered accountant with an impressive 24-year journey in financial operations
management, client service, risk and controls, regulatory compliance, and strategic transformation, is set to assume
the new challenging role. He has worked with organizations like J.P. Morgan Chase for about 13 years, where his last
position was as Head — Operations and Client Experience, ICICI Bank Limited for about 8 years, and other reputed
companies.

Ms. Singh has more than 14 years of experience in the Financial services industry across several functions. Prior to
Satin, she has worked with CG Corp Global as Head M&A heading projects in Middle East, Africa, North America and
South East Asia, UV Capital Pvt. Ltd, and IFCI Venture Capital Funds, where she attained diversified experience and
led to her 360-degree understanding of the finance and business vertical. She is a gold medalist in Economics (Hons.)
from Banasthali Vidyapith and has done post-graduation in Management of Business Finance from the Indian
Institute of Finance, Delhi.

Source: Company, IIFL Research
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Background: Satin Creditcare Network Limited (SCNL or Satin) is a leading Microfinance Institution (MFI) in the country with presence in 24 states &
union territories and 97,000 villages. The Company’s mission is to be a leading micro financial institution by providing a comprehensive range of products
and services for the financially under-served community. The Company also offers a bouquet of financial products in the Non-MFI segment, comprising of

loans to MSMEs, affordable housing loans, and business correspondent services.

Management
Name Designation Trend in margins (%) Asset quality trends
HP Singh Chairman cum MD (%) —NIM 90 1 T GNPA === NNPA
Rakesh Sachdeva CFO 9.0 1 8.0 1
8.0 7.0 A
Manoj Agrawal Deputy CFO 7.0 7 6.0 1
6.0 7 50 -
5.0 A 4.0 1
4.0 30 A
2'8 2.0
10 - 1.0
00 | | | | | | | 0.0 - - T - - -
FY17 FY18 FY19 FY20 FY21 FY22 FY23 Y18 VL9 R0 Fvel Y2z FYes
Key earnings drivers PB Chart
Y/e 31 Mar, Consolidated FY22A FY23A FY24ii FY25ii %) Profitability trends )
Loan Growth (%) (9.1) 197 327 286 255 § —ROF e ROA %) o B pvg .
Net Interest Margin (%) 7.8 85 108 109 108 .
Net int income growth (%) 12.8 59 538 325 26.0 191 - L 3.0
Core fee income growth (28) 102.1 146 321 26.2 ’ 2.5
(%) 141 1 r 23 .
Non-int inc/total inc (%) 204 329 268 26.7 26.7 r 18
Operating costs growth (%) 13.2 (1.2) 188 246 23.8 9.1 1 F 1.3 L5
Cost/income ratio (%) 714 56.1 473 446 4338 41 - F 0.8 1.0 ‘\m w
Gross Stage 3 (%) 8.0 3.2 2.2 2.1 2.1 ' 03 05 ! \ e M
Total Prov/avg loans (%) 6.0 2.1 1.9 1.8 1.9 09 - L 02 00 W
Source: Company data, IIFL Research FYA8 FY19 FY20 FY2L FY22 Fv2s Mar-18 Jun-19 Aug20 Oct-21 Dec-22 Feb-24
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Income statement summary (Rsm)

Y/e 31 Mar, Consolidated FY22A FY23A FY24ii FY25ii FY26ii
Net interest income 5,970.2 6,322.4 9,720.8 12,881.4 16,232.3
Assignment income 0.0 0.0 0.0 0.0 0.0
NIl (incl. assignment income) 5,970.2 6,322.4 9,720.8 12,881.4 16,232.3
Other operating income 1,534.0 3,100.5 3,552.6 4,694.2 5,922.6
Net operating income 7,504.2 9,422.9 13,273.4 17,575.7 22,154.8
Total operating expenses 5,355.1 5,289.7 6,284.1 7,832.0 9,693.7
Pre provision operating profit 2,149.2 4,133.2 6,989.2 9,743.7 12,461.1
Provisions for loan losses 1,807.4 4,080.8 1,274.0 2,209.3 2,841.6
Profit before tax 341.8 524 5,715.3 7,534.4 9,619.5
Taxes 134.8 43 14288 1,883.6 2,404.9
Net profit-pre exceptional 207.0 48.1 4,286.5 5,650.8 7,214.6
Exceptional items 0.0 0.0 0.0 0.0 0.0
Reported net profit 207.0 48.1 4,286.5 5,650.8 7,214.6
Balance sheet summary (Rsm)

Y/e 31 Mar, Consolidated FY22A FY23A FY24ii FY25ii FY26ii

Net loans & advances 53,084.2 63,288.6 86,383.4 111,177.5 139,434.0
Cash & equivalents 20,0194 11,1436 17,131.1 21,596.3 27,107.2
Investments 485.7 617.6 0.0 0.0 0.0
Fixed assets 828.2 868.2 955.0 1,050.5 1,155.6
Other assets 2,135.2 2,577.8 2,988.0 2,148.3 2,275.1
Total assets 76,552.7 78,495.7 107,457.5 135,972.6 169,971.9
Borrowings (Incl. Deposits) 57,435.2 59,112.5 79,945.1 102,274.3 128,443.6
Non-interest-bearing liabilities 3,299.0 3,102.0 3,567.3 4,102.3 4,717.7
Total liabilities 60,734.2 62,214.4 83,512.4 106,376.6 133,161.3
Net worth (excl. MI) 15,818.5 16,281.2 23,945.2 29,596.0 36,810.6
Minority interest 0.0 0.0 0.0 0.0 0.0
Total Shareholders' equity 15,818.5 16,281.2 23,945.2 29,596.0 36,810.6
Total liabilities & equity 76,552.7 78,495.7 107,457.5 135,972.6 169,971.9
AUM (Rs bn) 76,170.0 91,150.0 120,979.5 155,624.9 195,337.3

Ratio analysis - |

Source: Company data, IIFL Research

/e 31 Mar, Consolidated FY22A FY23A FY24ii FY25ii FY26ii
Growth ratios (%)
AUM (9.1) 19.7 32.7 28.6 25.5
Loan (8.7) 19.2 36.5 28.7 25.4
Borrowings (7.1) 2.9 35.2 27.9 25.6
FDEPS (231.9) (79.5) 6736.1 31.8 27.7
BVPS (5.1) (9.5) 12.9 23.6 24.4
Spread Analysis (%)
Yield on AUM 15.4 14.9 17.7 17.8 17.5
Cost of Funds 10.9 10.6 10.6 13.0 12.8
Spread on loans 7.8 8.5 10.8 10.9 10.8
NIM 7.8 8.5 10.8 10.9 10.8
Other ratios (%)
Cost to Income 71.4 56.1 47.3 44.6 43.8
Provisions/PPoP 84.1 98.7 18.2 22.7 22.8
Tax rate 394 8.2 25.0 25.0 25.0
Net Debt to Equity (x) 2.4 2.9 2.6 2.7 2.8
Ratio analysis - Il

/e 31 Mar, Consolidated FY22A FY23A FY24ii FY25ii FY26ii
Asset quality ratios (%)
Gross Stage 3 8.0 3.2 2.2 2.1 2.1
PCR 64.4 51.7 52.7 52.7 52.7
Total prov charges as % avg loans 6.0 2.1 1.9 1.8 1.9
Net Stage 3 2.9 1.5 1.1 1.0 1.0
Profitability ratios (%)
ROA 0.3 0.1 4.6 4.6 4.7
ROE 1.3 0.3 21.3 21.1 21.7
Capital ratios (%)
Total CAR 25.3 27.8 26.6 30.9 31.0
Tier | capital ratio 23.3 25.3 29.9 30.2 30.8

Source: Company data, IIFL Research
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Disclosure : Published in 2024, © IIFL Securities Limited (Formerly ‘India Infoline Limited’) 2024

India Infoline Group (hereinafter referred as IIFL) is engaged in diversified financial services business including equity broking, DP services, merchant banking, portfolio management services, distribution of Mutual Fund,
insurance products and other investment products and also loans and finance business. India Infoline Ltd (“hereinafter referred as IIL") is a part of the IIFL and is a member of the National Stock Exchange of India
Limited ("NSE”) and the BSE Limited ("BSE"). IIL is also a Depository Participant registered with NSDL & CDSL, a SEBI registered merchant banker and a SEBI registered portfolio manager. IIL is a large broking house
catering to retail, HNI and institutional clients. It operates through its branches and authorised persons and sub-brokers spread across the country and the clients are provided online trading through internet and offline
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This research report (“Report”) is for the personal information of the authorized recipient(s) and is not for public distribution and should not be reproduced or redistributed to any other person or in any form without
IIL's prior permission. The information provided in the Report is from publicly available data, which we believe, are reliable. While reasonable endeavors have been made to present reliable data in the Report so far
as it relates to current and historical information, but IIL does not guarantee the accuracy or completeness of the data in the Report. Accordingly, IIL or any of its connected persons including its directors or
subsidiaries or associates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained, views and opinions expressed
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Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and
estimates contained in this report reflect a judgment of its original date of publication by IIFL and are subject to change without notice. The price, value of and income from any of the securities or financial
instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income
of such securities or financial instruments.

The Report also includes analysis and views of our research team. The Report is purely for information purposes and does not construe to be investment recommendation/advice or an offer or solicitation of an offer
to buy/sell any securities. The opinions expressed in the Report are our current opinions as of the date of the Report and may be subject to change from time to time without notice. IIL or any persons connected
with it do not accept any liability arising from the use of this document.

Investors should not solely rely on the information contained in this Report and must make investment decisions based on their own investment objectives, judgment, risk profile and financial position. The recipients
of this Report may take professional advice before acting on this information.

IIL has other business segments / divisions with independent research teams separated by 'Chinese walls' catering to different sets of customers having varying objectives, risk profiles, investment horizon, etc and
therefore, may at times have, different and contrary views on stocks, sectors and markets.

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 local law, regulation or which would subject IIL and its affiliates to any registration or licensing requirement within such jurisdiction. The 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 Report may come are required to inform themselves of and to observe such restrictions.

As IIL along with its associates, are engaged in various financial services business and so might have financial, business or other interests in other entities including the subject company(ies) mentioned in this
Report. However, IIL encourages independence in preparation of research report and strives to minimize conflict in preparation of research report. IIL and its associates did not receive any compensation or other
benefits from the subject company(ies) mentioned in the Report or from a third party in connection with preparation of the Report. Accordingly, IIL and its associates do not have any material conflict of interest at
the time of publication of this Report.

As IIL and its associates are engaged in various financial services business, it might have: -

(a) received any compensation (except in connection with the preparation of this Report) from the subject company in the past twelve months; (b) managed or co-managed public offering of securities for the
subject company in the past twelve months; (c) received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (d) 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; (e) engaged in market making activity
for the subject company.

IIL and its associates collectively do not own (in their proprietary position) 1% or more of the equity securities of the subject company mentioned in the report as of the last day of the month preceding the publication
of the research report.

The Research Analyst engaged in preparation of this Report or his/her relative:-

(a) does not have any financial interests in the subject company (ies) mentioned in this report; (b) does not own 1% or more of the equity securities of the subject company mentioned in the report as of the last
day of the month preceding the publication of the research report; (c) does not have any other material conflict of interest at the time of publication of the research report.

The Research Analyst engaged in preparation of this Report:-

(@) has not received any compensation from the subject company in the past twelve months; (b) has not managed or co-managed public offering of securities for the subject company in the past twelve months;
(c) has not received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (d) has not 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; (e) has not received any compensation or other benefits from the subject
company or third party in connection with the research report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for the subject company.

IIFLCAP accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. The analyst
whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority ("FINRA”) and may not be an associated person of IIFLCAP and,
therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research analyst account.

We submit that no material disciplinary action has been taken on IIL by any regulatory authority impacting Equity Research Analysis.
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This research report was prepared by IIFL Securities Limited (Formerly ‘India Infoline Limited’) Institutional Equities Research Desk (‘IIFL’), a company to engage activities is not dealer United States and, therefore, is
not subject to U.S. rules of reports independence of research report is provided for distribution to U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities
Exchange recipient of wishing to effect any transaction to buy or sell securities or related financial instruments based on the information provided in this report should do IIFL IIFLCAP’), broker dealer in the United States.

IIFLCAP accepts responsibility for the contents of this research report, a person whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry FINRA”) and an
person of IIFLCAP may not be subject to applicable restrictions under FINRA Rules with held by analyst IIFL has other business units with independent research teams different views stocks and This report for the
personal information of the authorized recipient and is not for public distribution. This should not be reproduced or redistributed to any other person or in any form. This report is for the general information of the
investors, and should not be construed as an offer or solicitation of an offer to buy/sell any securities.

We have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates do not or completeness. The opinions expressed are our current opinions as of the
date appearing in the material and may be subject to from to time without notice. or any persons connected it accept any liability arising from the use of this document. The recipients of this material should rely on their
own judgment professional advice on this information. IIFL or any of its connected persons including its directors or or not in way for any or damage that may arise to any from any inadvertent error the information
contained, views and opinions expressed in this publication.

IIFL and/or its affiliate companies may deal in the securities mentioned herein as a broker or for any transaction as a Maker, Investment Advisor, to issuer persons. IIFL generally prohibits its analysts from having
financial interest in the securities of any of the companies that the analysts cover. In addition, company its employees from conducting Futures & Options transactions or holding any shares for a period of less than 30
days.

Past performance should not be taken as an indication or guarantee of performance, and no or warranty, express performance. estimates contained in this report reflect a judgment of its original date of publication by
IIFL and are subject to change of mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate may adverse on the price of such securities
or financial instruments.

Analyst Certification: (a) that the views expressed in the research report accurately reflect part of her compensation was, is, or will be directly or indirectly related to the specific recommendation or views contained
in the research report.

A graph of daily closing prices of securities is available at http://www.nseindia.com/ChartApp/install/charts/mainpage.jsp, www.bseindia.com and http://economictimes.indiatimes.com/markets/stocks/stock-quotes.
(Choose a company from the list on the browser and select the “three years” period in the price chart).

Name, Qualification and Certification of Research Analyst: Viral Shah(CA, CFA), Jai Daxini(Chartered Accountant )

IIFL Securities Limited (Formerly ‘India Infoline Limited’), CIN No.: L99999MH1996PLC132983, Corporate Office - IIFL Centre, Kamala City, Senapati Bapat Marg, Lower Parel, Mumbai - 400013 Tel: (91-
22) 4249 9000 .Fax: (91-22) 40609049, Regd. Office - IIFL House, Sun Infotech Park, Road No. 16V, Plot No. B-23, MIDC, Thane Industrial Area, Wagle Estate, Thane - 400604 Tel: (91-22) 25806650. Fax: (91-22)
25806654 E-mail: mail@indiainfoline.com Website: www.indiainfoline.com, Refer www.indiainfoline.com for detail of Associates.

Stock Broker SEBI Regn.: INZ000164132, PMS SEBI Regn. No. INP000002213, IA SEBI Regn. No. INA000000623, SEBI RA Regn.:- INH000000248

Key to our recommendation structure

BUY - Stock expected to give a return 10%+ more than average return on a debt instrument over a 1-year horizon.
SELL - Stock expected to give a return 10%+ below the average return on a debt instrument over a 1-year horizon.
Add - Stock expected to give a return 0-10% over the average return on a debt instrument over a 1-year horizon.

Reduce - Stock expected to give a return 0-10% below the average return on a debt instrument over a 1-year horizon.

Distribution of Ratings: Out of 266 stocks rated in the IIFL coverage universe, 122 have BUY ratings, 6 have SELL ratings, 100 have ADD ratings, 1 have NR ratings and 36 have REDUCE ratings

Price Target: Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or comparison of valuation ratios with companies seen by the analyst as
comparable or a combination of the two methods. The result of this fundamental valuation is adjusted to reflect the analyst’s views on the likely course of investor sentiment. Whichever valuation method is used there
is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of demand for the company’s products. Such
demand variations may result from changes in technology, in the overall level of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in exchange rates and, in certain
industries, in regulations. Investment in overseas markets and instruments such as ADRs can result in increased risk from factors such as exchange rates, exchange controls, taxation, and political and social conditions.
This discussion of valuation methods and risk factors is not comprehensive - further information is available upon request.

viral.shah@iiflcap.com 21


http://www.nseindia.com/ChartApp/install/charts/mainpage.jsp
http://www.bseindia.com/
http://economictimes.indiatimes.com/markets/stocks/stock-quotes
mailto:mail@indiainfoline.com
http://www.indiainfoline.com/
http://www.indiainfoline.com/

