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SPRO UW Growth in Micro-financing_in the Past Decade
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Growth of Microfinance Portfolio (INR Cr) since 2012
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* NBFC MFI: Non-Banking Financial Company - Micro Finance Institution
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Non-lhcome Generation Loans in MFls

The Microfinance Institution (MFI) sector plays a vital role in uplifting individuals at the bottom of the
economic pyramid. Most lenders present themselves as impact-driven, emphasizing "Income Generation" as
the primary purpose of their loans—a purpose that remains statistically dominant in the industry. However,
the ground reality often diverges from this narrative. Although non-income-generating loans constitute a

small percentage of overall loans, their rising absolute levels are increasingly worrisome.

Year 2016 2017 2018 2019 2020 2021 2022 2023
Income Generation 94% 85% 93% 89% 93% 90% 96% 95%
Loans

Non-income 6% 15% 1% 11% 1% 10% 4% 5%
Generation Loans

Data Source: MFIN
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Concerns Over Loan Utilization in Microfinance
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The relationship between loan outstanding per borrower and growth in incomes (proxied by GDP per
capita) suggests that loans may not be used for income-generating activities. This discrepancy
highlights an area that requires closer scrutiny.

Year 2015 2016 2017 2018 2019 2020 2021 2022 2023

Loan 13,164 | 15,985 @ 16,260 | 19,454 | 21,983 24,044 26,863 30,135 33,824
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Data Source: MFIN, Koyfin '.. .




™

0

SPRO UW Moving to Higher Ticket Size

Originations value by Ticket Size () The <=%30K ticket size segment
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SPRO UW Credit Landscape- A Snapshot
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Portfolio as of Growth % Originations Value Growth % Originations Volume Growth %
Mar’24 (% Lakh Cr) Mar'23 to Mar’ 24 FY24 (X Lakh Cr) FY23 to FY24 FY24 (Lakh) FY23 to FY24
Consumption Loans 90.3 15.2% 48.4 8.7% 3,825.2 14.2%
MSME Loans (Individual & Entity) 64.1 17.8% 54.2 5.4% 274.5 19.3%
Microfinance 4.4 26.8% 3.8 19.0% 835.0 6.0%
Corporate Loans (Only Entity) 58.4 -2.3% 67.8 -3.6% 4.8 4.2%

Source: CRIF High Mark

The data suggests that the growth of the microfinance industry is contributing to a risk of over-leveraging among
borrowers, which could present challenges for the sector. While the overall loan portfolio expanded by 26.8% year-
over-year (YoY) and loan origination value increased by 19.0% YoY, the volume of loans grew by only 6.0% YoY.
This disparity indicates a trend of excessive leveraging, likely driven by larger ticket sizes and/or a
concentration of loans among the same borrowers. While this is not yet an alarming concern, it is a
development that warrants close monitoring.
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Provisions are key indicators
of a lender's financial health,
reflecting past performance
or  future expectations.
Lenders often wunder- or
over-provision  with  the
strategic aim of managing
near-term earnings.

In the pure-play MFI sector, Fusion
and Spandana stand out as notable
cases, both experiencing significant
Increases In provisions as a
percentage of their Net Interest
Income (NII).

SPRO UW Provisioning Trends
Research
Prov as % of NI Q3 FY24 Q4 FY24 Q1 FY25 Q2 FY25
CREDITACC 14.4% 15.8% 18.0% 44.2%
FUSION 27.7% 31.2% 87.6% 174.1%
MUTHOOTMF 18.9% 19.7% 22.1% 40.8%
SATIN 14.7% 23.9% 22.0% 44.2%
SPANDANA 21.0% -25.6% 48.1% 146.8%
Data Source: Koyfin
(INR Million)
Lender Loan Book (Q2 FY25) Cum4QProv % of Loan Book
CREDITACC 2,395,303 8,349 3.09%
FUSION 91,393 12,515 13.7%
MUTHOOTMF 97,803 3,205 3.6%
SATIN 90,796 3,124 3.4%
SPANDAMNA 91,344 b,862 7.9%
Data Source: Koyfin

# Credit Access Grameen Ltd, Fusion Finance Ltd, Muthoot Finance Ltd, Satin Creditcare Network Ltd, Spandana Sphoorty Financial Ltd

NII- Net Interest Income
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DISCLAIMER

This report has been prepared by Research Analyst and is solely for information of the recipient only. The report must not be
used as a singular basis of any investment decision. The views herein are of a general nature and do not consider the risk
appetite or the particular circumstances of an individual investor; readers are requested to take professional advice before
investing. Nothing in this document should be construed as investment advice.

Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation
of an investment in securities of the companies referred to in this document (including merits and risks) and should consult
their own advisors to determine merits and risks of such investment.

The information and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith
from sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of
warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are
subject to change without notice. Descriptions of any company or companies or their securities mentioned herein are not
intended to be complete. Research Analyst is not obliged to update this report for such changes. Research Analyst has the right
to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any
person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject Research
Analyst or its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent
or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the
attention of the sender. This document may not be reproduced, distributed or published in whole or in part, directly or
indirectly, for any purposes or in any manner.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. This document is not, and
should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. This
report should not be construed as an invitation or solicitation to do business with Research Analyst.

Research Analyst do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the
investments made or any action taken on basis of this report.
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Standard warning
“Investment in securities market are subject to market risks. Read all the related documents carefully before investing.”

Disclaimers

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