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Market Cap. 52 Week H/ L Target Price

CREDITACCESS GRAMEEN LTD.
STOCK DATA Customer Centricity — the key differentiator
Customer centricity is the basic tenet in design of products and processes. For instance, customers can choose

BUY their repayments frequency; weekly, bi-weekly or four-weekly, based on their cashflow while contracting the
Reuters Code CRDE.BO loan. The company have been banking on digital technologies along with introducing new products leading to
BloombergCode ___ CREDAG.IN increase in penetration, improving operational efficiencies and leading to better customer stickiness. Its
BSE Code 541770 customer centric model and wide range of products have enabled it to achieve high customer retention rates
NSESymbol ~_ CREDITACC over the years. CreditAccess Grameen (CAG) have maintained a strong track record of financial performance
Facevalye 10 over the years on account of customer retention, robust risk management and geographic expansion.
Shares Outstanding 15.55 Cr
Avg. Daily Vol. (6m) 1.27.250 Funding —not a cons.tramt ' o S . . .
------------------------ CAG promoter, CreditAccess Asia N.V., a multinational company specializing in MSE financing (micro and small
Price Performance (%) enterprise financing), which is backed by institutional investors and has micro-lending experience through its

iMm 3M 6M

subsidiaries in Asia. Promoter has provided capital funding to CAG from time to time and provides access to
(2) 17 34 potential fundraising opportunities in the debt capital markets.
200 Days EMA Rs. 681

OUTLOOK & VALUATION
SHARE HOLDING (%) CAG is the largest microfinancg in India with Gross loan portfol.io of Rs.”11,2.00 cr. We believe CAG is best
Promoters 2.0 placed to grow and capture high market share on account of its strong capital base supported by strong
) parentage, focus on under penetrated rural areas and early stress recognition practice. Going forward,
Fil 9.5 with pick up in loan growth and lower credit cost, we expect CAG to report ROA/ROE of 4.1%/19.1%. We
Fi/Bank 9.4 initiate coverage with a BUY rating for target price of Rs.898 for 18-24 months.
Body Corporate 0.2
Public & Others 6.8
Y/E Total Income PAT AEPS NIM P/E P/ABV ROE ROA
Mar. (Rs cr) (Rs cr) (Rs) (%) (x) (%) (%) (%)
RESEARCH ANALYST FY20 1,705 335 23.0 11.0 30.2 3.7 13.2 3.4
Umesh Matkar | +91 22 4093 4078
umesh.matkar@sushilfinance.com FY21E 2,107 243 16.9 10.4 41.1 3.5 8.5 1.9
SALES: FY22E 2,449 495 34.3 11.0 20.2 3.0 15.4 3.4
Devang Shah | +91 22 4093 6060/61 FY23E 3,053 729 50.6 11.6 13.7 2.5 19.1 4.1

devang.shah@sushilfinance.com

February 8, 2021 Please refer to the disclosure on last page
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Micro Finance — Huge opportunity to untap

The microfinance sector in India has grown at a CAGR of 23.1% over the past ten years to reach 2,633 billion as of March 2019, despite some
setbacks that have impacted the industry's growth. The industry has evolved over time, starting with the Self-Help Group ("SHG") Bank Linkage
programme and not-for-profit organisations ("NGOs") being the key participants in the sector, to the scaling of NBFCs and the launch of the SFBs.

Rural India accounts for 25% of total loan accounts in scheduled commercial banks as on Sept-2020, despite rural India making 66% of the total
population. Also from the chart below, it can be seen that rural contributes to 47% of GDP, but only 10% to total credit outstanding. This under
penetration of credit offers growth opportunity.

We believe that microfinance institutions are well placed to reap the benefits considering its reach, existing customer relationships and experience.
Local lenders meet the funding requirement of the rural people, however charge hefty interest rates. RBl doesnot want MFI to charge high interest
rates to borrowers, therefore they have capped the spread of 10% for MFls, which makes borrowing from MFIs attractive.

MFI Industry - Gross loan portfolio (GLP) as on September 30, 2020, is INR 2,31,778 cr, an increase of 14.90% YoY, while Gross Loan Portfolio (GLP)
of NBFC-MFIs stood at INR 71,147 cr, an increase of 12% yoy. Average loan disbursement per account for Q2 FY 20-21 stood at INR 32,912 which is
an increase of around 20%. From the entire MFI universe, Banks hold the largest share of the portfolio in micro-credit (40.7%), followed by NBFC-
MFIs (30.2%), SFB (18.6%), NBFC (9.5%) and others (1%)

% (Overall microfinance industry — Market size and growth
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Customer Centricity - the key differentiator

Flexibility to borrow for number of specified purposes and flexibility in timing the disbursement that necessarily doesn’t match with
other JLG members, are the highlights of the products. Group meetings with members and loan officer is on weekly basis, however
borrowers have the option to repay either on weekly, fortnightly or monthly basis depending on cash flows to the borrower.
Diversification along with customer centric model ensures that customers have access to various products and services. In 2016, CAG
introduced individual retail finance loans on a pilot basis for customers who had been Customers for at least three years and fulfil
certain other eligibility criteria linked primarily to their credit history, income, and business position. This loan category targets
Customers who are more entrepreneurial and have graduated from the JLG model and are capable of taking larger loans in their
individual capacities. CAG offer these loans to Customers to establish a new enterprise or expand an existing business in their
individual capacity. The loans are offered to Customers for business expansion, or for purchase of inventories, machinery or two-
wheelers. Typically, these customers may be capable of obtaining such loans from other financial institutions or banks on the
condition that they provide collateral, and with a higher turnaround time, than what CAG offers and at interest rates which are similar
to or higher than CAG loans, which it making CAG product offerings more attractive.

Customer Centric N Ticket Size Tenure AUM
Products itk (INR) (months) 1.70%
0.10%
Group Income Generation Loan(iGL) | Dusiness Investments and Income | ¢ 059 9 000 12-24 \ = IGL
Enhancement activities 5%
. ; = . Wt Co. = 4 ‘ : ! . . 7.80%
Group Home improvement Loans e 5,000 - 50,000 12-48 Home
Home Improvement & Extensions
! Improvement
z Festival, Medical, Education and et .
Group Family Welfare Loans Livelihood Improvement 1,000 - 15,000 3-12 Retail
Group Special Situation Loans | Emergencies » 2,000 6
Group Emergency Loans Emergencies ! o 1000 | 3 Family Welfare
Purchase of inventory, machine, .
9 mergency
Individual Retail Finance Loans SIS o Sor makl_pg c.:.p:ml . Up to 5,00,000 6-60 85.40%
investment in business or business Loans
expansion

Source: Company, Sushil Finance Research
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Customer Centricity - the key differentiator (cont)..

As a result of flexibility, diversification and customer centricity, retention rate of CAG has been above 80% for many years.

. Gross Loan Portfolio (GLP) (INR Cr
Retention rate I () (o)
ORAFY 2] l
FY20 S —
Y1 4,975
FY1S m— 2,539 3,075 51
FY17 O — % ﬁ 4923
FY16 oo————
FY16 FY17 FY18 FY19
82% 83% 84% 85% 86% 87% 88% 8%% EGroup Lending ® Retail Finance
Loan per Loan officer in mn AUM per district
140 12.4 128 600.0
120 10.9
- 456.0 4303
10.0 : 8.4 2000 3131 376.9
3204
8.0
6.0
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Source: Company, Sushil Finance Research
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Steady Network expansion across states

CAG follows contiguous expansion strategy methodically whereby it aims to expand to the next (typically adjoining) district and
ensure deep penetration in a particular district within three years of commencement of operations in the district. It considers
certain parameters for opening branches in new districts:

* growth potential based on current penetrations

* competition from other MFls in the area

* historic PAR% of the proposed district

* availability of infrastructure for the day-to-day operations of the branch

This strategy negates concentration risk in a particular district. CAG AUM has increased at CAGR of 41% over FY16-20, driven by 25%

CAGR in borrowers with 33% CAGR in branches. Going forward, we expect AUM to increase by CAGR of 29% for FY19-23 with
inclusion of Madura Microfinance from FY20.

Branches AUM (mn) per branch
1500 i 1200 106.9 106.5
GR 96.4
1200 33% CA i 100.0 85.2
78.3
900 670 80.0
6
600 == 60.0
298
300 . l 20.0
0 20.0
FY16 FY17 FY18 FY19 FY20 IMFY21
incl 00
Madhura FY16 FY17 FY18 FY19 FY20

Source: Company, Sushil Finance Research
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Funding — not a constraint

ALM of CAG is positive with average maturity of liabilities at 23.7 months as compared to 18 months for assets. Funding is diversified
with banks contributing 54%, NCD-9.4% and foreign institution contributing around 21.5%. CAG promoter, CreditAccess Asia N.V,, a
multinational company specializing in MSE financing (micro and small enterprise financing), which is backed by institutional investors
and has micro-lending experience through its subsidiaries in Asia. Promoter has provided capital funding to CAG from time to time and
provides access to potential fundraising opportunities in the debt capital markets. Going forward, it aspires to reduce bank’s
contribution to below 50% and increase contribution from foreign institution

Positive ALM Mismatch (in Months)
273

190
1848 1no

186
160/ ( = 16.5
I I I I 1477 1555

Y16 rvaz FYin FY19 wzo Q2 FY20 Q3 ¥Y20 Q2 FY21 QA FY2I

W Average Maturity of Assets ¢ Average Maturity of Liabilities

Source: Company, Sushil Finance Research

Credit cost likely to peak out in FY21

Asset quality was impacted due to four and half months of lockdown in Maharashtra, resulting in GNPA increasing to 6.14% as
compared to 1.77% in the previous quarter for 60 DPD. . The company also wrote off INR130cr (including accelerated write-off of
INR85cr related to the floods in Karnataka and Maharashtra, which crossed 180+ dpd. Management has upfronted provisions related
to Covid related stress in Q3FY21, resulting in annualized credit cost of ~9%. Going forward, company expects normalized provisions to
~1% with improvement in Maharashtra in couple of months. Collection efficiency improved from 88% in Sept 20 to 91% in Dec 20.
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COMPANY OVERVIEW

CA Grameen provides collateral-free loans and other services to women from low-income households with the aim of creating equal
opportunities for both the urban and rural poor. It was founded in May 1999 as a project under the T. Muniswamappa Trust (TMT), an
NGO in South Bangalore. Grameen Trust, Bangladesh, provided seed capital funding to TMT to replicate the Grameen Bank Bangladesh
microfinance model. Adapting the Grameen Bank’s group lending methodology of microfinance to the Indian setting, CA Grameen began
its operations in Bengaluru. In 2013, the RBI reclassified CA Grameen into a regulated and governed Non-Banking Financial Company—
Micro Finance Institutions (NBFCMFI).

It is the largest MFI in India with the AUM size of 98,964M as on March-20 on standalone basis with strong presence in Karnataka,
Maharashtra and Tamil Nadu. In FY20, it acquired Madura Microfinance (MMFL), thereby bringing total loan portfolio close to
Rs.1,20,000M. Total exposure is highly diversified with no single district has > 5% of Gross lending portfolio.

Statewise Gross AUM Distribution Branches
FY16 AL AL Y19 Y20
s \ Gross Gross | Gros

State |AUM (Rs| %age (AUM (Rs| %age |AUM(Rs| % age ‘AUM(Rs %age AUM(Rs| % age
[Millions)| 'Millions)! Millions) ' Millions)| 'Millions)

KA | 16073 633% 18303 595% 28892 SB1% 37624 S26% 46973 d47.5%

MH | 7540 297% 8760 285% 1329 267% 18451 258% 26761 27.0%

N 925 6% 194 63% 3389 68% 7,465 104% 11070 11.2% Q4FY19 Q1 FY20 Q2 FY20 Q3 FY20 Q4 FY20
MP 40 29% 1401 46% 3165 64% 5470  76% 9141 92% ®Group Lending ¥ Retail Finance
Source: Company, Sushil Finance Research Source: Company, Sushil Finance Research
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COMPANY OVERVIEW

Du Pont Analysis FY19 FY20 FY21E FY22E FY23E
Interet Income 19.5% 16.4% 15.8% 16.3% 16.7%
- Interest on Advances 18.5% 16.1% 15.6% 16.0% 16.5%
- Income on Investments 0.9% 0.2% 0.2% 0.2% 0.1%
- Interest on bank balances and others 0.1% 0.1% 0.1% 0.1% 0.1%
Interest Expense 6.7% 5.8% 6.0% 5.7% 5.5%
Net Interest Income 12.9% 10.6% 9.8% 10.6% 11.2%
Non-Int Income 1.0% 0.7% 0.4% 0.5% 0.4%
- of which Treasury 0.9% 0.6% 0.3% 0.4% 0.3%
Net Total Income 13.9% 11.3% 10.3% 11.1% 11.7%
Operating Expenses 4.7% 4.3% 4.3% 4.7% 4.7%
- Employee expenses 3.0% 2.6% 2.7% 3.0% 3.0%
- Other Expenses 1.7% 1.7% 1.6% 1.8% 1.7%
Pre-provision profits 9.2% 7.0% 6.0% 6.3% 6.9%
Provisions 1.2% 2.4% 3.5% 1.8% 1.5%
- NPL provisions 1.2% 2.4% 3.5% 1.8% 1.5%
- Investment provisions 0.0% 0.0% 0.0% 0.0% 0.0%
- Other provisions 0.0% 0.0% 0.0% 0.0% 0.0%
Tax 2.8% 1.3% 0.6% 1.1% 1.4%
PAT (RoA) 5.2% 3.4% 1.9% 3.4% 4.1%
Preference dividend 0.0% 0.0% 0.0% 0.0% 0.0%
Equity / Assets 30.5% 25.6% 22.0% 22.0% 21.5%
ROAE 16.9% 13.2% 8.5% 15.4% 19.1%

Source: Company, Sushil Finance Research
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PROFIT & LOSS STATEMENT (Rs.cr) BALANCE SHEET STATEMENT (Rs.cr)
Y/E Mar. FY20 FY21E FY22E FY23E As on 31° Mar. FY20 FY21E FY22E FY23E
Net interest income 1,053 1,276 1,543 1,992 Cash balances 718 1,274 461 512
Advances 11,099 11,397 14,816 18,520
Growth % 31% 21% 21% 29%
Investments 46 50 55 60
Other income 72 58 72 80 .
Fixed assets 32 35 38 38
Total income 1,126 1,335 1,615 2,071 Current assets 22 22 22 21
. Others 696 575 497 507
Operating expenses 427 555 689 840
Total Assets 12,590 13,331 15,868 19,638
Pre-provision Profit 699 780 926 1,231
Equity Capital 144 144 144 144
Total Provision 237 456 267 259 Reserves & Surplus 2,699 2,942 3,422 4,137
PBT 462 324 659 972 Shareholders' funds 2,843 3,086 3,566 4,281
Borrowings 9,540 10,017 12,020 15,025
Provision for Tax 126 81 165 243
Current liabilities 109 120 143 172
PAT 335 = = v Total Liabilities 12,590 13,331 15,868 19,638

Source: Company, Sushil Finance Research
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FINANCIAL RATIO STATEMENT

Y/E Mar. FY20 FY21E FY22E FY23E Y/E Mar. FY20 FY21E FY22E FY23E
Profitability Ratios Asset-Liab.Profile (%)
EPS 3.0 16.9 343 50.6 Cap. Adequacy Ratio 23.6% 23.3% 24.5% 26.7%
Earnings growth (%) 29%  -26.6%  103.5% 47.3% - Tier | CAR 22.3% 23.3% 24.5% 26.7%
CEPS 24.7 18.4 35.9 52.2 Loan Growth 68% 3% 30% 25%
PPP / Share 48.5 54.2 64.3 85.5 B/S Growth 71% 6% 19% 24%
ROAA (%) 336%  1.88%  3.39%  4.10% Spreads Analysis (%)
0, 0, 0, () ()

ROE (%) 13.2% B L kit Yield on Advances 18.1% 18.0% 17.9% 17.6%
Efficiency Ratios (%)

Cost of funds 8.1% 7.8% 7.5% 7.2%
C-l Ratio 39.9% 43.0% 44.2% 41.8%

Net Interest Margin 11.04% 10.38% 11.00% 11.57%
Other Inc/Total Inc 1.5% 1.0% 1.0% 0.9%

Valuation
Cost Asset Ratio 7.5% 4.3% 4.7% 4.7%

BV / Share 190 207 240 290
Asset Quality Ratios (%)

Adj BV /Sh 188 196 230 276
Gross NPLs 1.3% 4.9% 4.3% 3.6% djusted BV / Share
Net NPLs 031%  1.30%  1.00%  1.10% P/E (x) 30.2 Al 2z T
PCR (excl. Tech W/Off) 75.8%  74.6%  77.6%  70.2% P/PPP (x) 143 12.8 10.8 8.1
Provision/ Loans 2.14% 4.00% 1.80% 1.40% P/ABV (x) 3.70 3.53 3.02 2.52

Source: Company, Sushil Finance Research
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P/Bv CAG Price Movement of Credit Access Grameen
1400 - CREDITACCESS GRAMEEN LTD (NSE: CREDITACC) (Daily) @ iCharts.in
05-Feb-2021 Chg: "W -13.65 (-1.86%), 0:736.40, H:741.20, L:710.00, C:719.25
1200 -
- 1000
1000 - Jang
-{&00
800 -
/\/‘ -
600 - <600
400 - V\/ — 500
200 A " -400
O T T T T T T T T T T T T T T T T
0 [ee] 0 [o)] [e)] ()] [e)] ()] (o)} o o o o o o — — i
AR AR S r S Y B L S R 300
[T R =4 O o) = c oo + o o] = c [sTy] + o o) =
2048823 2c648¢ 23204382
e Close -Unit Curr ==—1.0 X 15X ===2.0X 2.5 X ==—=3.0X ! ! ! ! ! ! ! ! a0
Apr 19 Jul Qrt Jan 20 Lor Jul Ot Jan 21
Source: Company, Sushil Finance Research Source: Company, Sushil Finance Research , iChart.in
OUTLOOK & VALUATION

CAG is the largest microfinance in India with Gross loan portfolio of Rs.~11,200 cr. We believe CAG is best placed to grow and capture
high market share on account of its strong capital base supported by strong parentage, focus on under penetrated rural areas and

early stress recognition practice. Going forward, with pick up in loan growth and lower credit cost henceforth, we expect CAG to
report ROA/ROE of 4.1%/19.1%. We initiate coverage with a BUY rating for target price of Rs.898 for 18-24 months
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RISKS & CONCERNS

*  CAG face competition from small finance banks, MFls and Banks. Banks were indirectly participating in microfinance by giving
loans to MFls. Of late some commercial banks are also beginning to directly compete with for-profit MFls for lower income
segment customers in certain geographies

* Company has strong presence in Maharashtra, Karnataka and Tamil Nadu. In the event of a regional slowdown in the
economic activity in these states, or any other developments including political unrest, disruption or sustained economic
downturn that make its products in these states less beneficial, it may experience an adverse impact on our financial
condition.

. Customers do not provide any collateral or security for their borrowings as the RBI has mandated that loans given by NBFC-
MFIs should be collateral free. Loans typically involve a joint liability mechanism whereby borrowers form an informal joint
liability group ("JLG") (typically comprising between five to ten members) and provide joint and several guarantees for loans
obtained by each member of the group. There can however be no assurance that such joint liability arrangements will ensure
repayment by the other members of the JLG in the event of default by any one of them

Why should we buy?

* Under penetration in rural areas is high and CAG is well positioned to grow on account of strong capital base and its growing
branch network. It is spreading its network in North India, thereby diversifying its operations.

*  Asset quality will be in stress in near term on account of slowdown in the economy, however as it has been observed in past,
in events like demontisation, elections and floods, CAG has managed to recover due to its risk management practices.

* Loan book is likely to grow at CAGR of 18.6% in FY20-23E. More than 1/3 of branches are in new geography, while they
contribute ~18% to disbursement, thereby providing opportunity to grow in future.
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Rating Scale : This is a guide to the rating system used by our Institutional Research Team. Our rating system comprises of three rating categories.

Total Expected Return Matrix (Rating and Return) BUY : Over 20% HOLD : 0% to 20% SELL : 0% to -20%

Disclaimer & Disclosures : http://g00.gl/1sOHeV

This report has been furnished to you for your general information only and should not be reproduced, re-circulated, published in any media, website or otherwise, in any form or manner, in part or as a whole,
without the express consent in writing of Sushil Financial Services Private Limited. This Research Report is meant solely for use by the original recipient to whom it is sent and is not for circulation. Any
unauthorized use, disclosure or public dissemination or copying of information (either whole or partial) contained herein is prohibited.

This Report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. The recommendations, if any, made
herein are expression of views and/or opinions and should not be deemed or construed to be neither advice/offer for the purpose of purchase or sale of any securities mentioned herein. Past performance is not
a guide for future performance, future returns are not guaranteed. Opinions expressed herein are subject to change without notice. Investor should rely on information/data arising out of their own
investigations. The Sushil Equity Universe consists of ## Sushil’s Classic- the company’s where fundamental reports are published and # Sushil’s Bonanza - the other company’s under study.

Investors are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or making any investments. The price and value of the
investments referred to in this material and the income from them may go down as well as up, and investor may realize losses on any investments. This Report has been prepared on the basis of publicly available
information, internally developed data and other sources believed by us to be reliable. A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on
Subject Company may vary based on Fundamental and Technical Research. Sushil Financial Services Private Limited or its directors, employees, affiliates or representatives do not assume any responsibility for, or
warrant the accuracy, completeness, adequacy and reliability of such information / opinions / views. None of the directors, employees, affiliates or representatives of company shall be liable for any direct,
indirect, special, incidental, consequential, punitive or exemplary damages/loss etc whatsoever from the information/opinions/views contained in this Report and investors are requested to use the information
contained at their risk.

Sushil Financial Services Private Limited (SFSPL) and its connected companies, and their respective Directors, Officers and employees or their relative, may have a long or short position in the subject companies
mentioned in the report and it may not be construed as potential conflict of interest with respect to any recommendation and related information and opinions. Reports based on technical and derivative analysis
centre on studying charts company’s price movement, outstanding positions and trading volume, as opposed to focusing on a company’s fundamentals and, as such, may not match with a report on a company’s
fundamental analysis. SFPSL has different business segments/Divisions with independent research and maintains arm’s length distance catering to different set of customers having various objectives, risk
profiles, investment horizon, etc. and therefore may at times have different contrary views on stocks sector and markets. Research Report may differ between SFSPL’s RAs on account of differences in research
methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold - SFSPL, its employees and associates responsible for any
losses, damages of any type whatsoever.

This Report is not intended to be a complete statement or summary of the securities, market or developments referred to in this document. SFSPL or its affiliates or employees are under no obligation to update
the information. SFSPL or its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the information contained in
this report.

SFSPL or its affiliates and/or its employees/its associates or his relative does not have financial interest in the subject companies. SFSPL or its affiliates and/or its employees/its associates or his relative may or
may not have beneficial ownership of one per cent or more securities of the subject company, at the end of the month immediately preceding the date of publication of the research report. SFSPL/its Associates/
Research Analyst have not received any compensation from the subject company in the past twelve months. Further the subject company is/was not a client during twelve months preceding the date of
distribution of the research report and the types of services provided. SFSPL or its research analyst has not served as an officer, director or employee of the subject company. SFSPL or its affiliates and/or its
research analysts have not been engaged in market making activity for the subject company. SFSPL or its associates or its Research Analyst have not received any compensation or other benefits from the subject
companies or third party in connection with the research report. SFSPL/its Associates/ Research Analyst/ his Relatives not have any other material conflict of interest at the time of publication of the research
report.

SFSPL/its Associates/ Research Analyst have not managed or co-managed public offering of securities, have not received compensation for investment banking or merchant banking or brokerage services, have
not received any compensation for product or services other than investment banking or merchant banking or brokerage services from the subject companies in the last twelve months. There is no material

disciplinary action that been taken by any regulatory authority impacting equity research analysis activities. "

No
Sushil Financial Services Private Limited Yes
Member : BSE / NSE - SEBI Regn. No. INZ000165135 No
Research Analyst — SEBI Registration No. INH000000867 No
Regd. Office : 12, Homiji Street, Fort, Mumbai 400 001. No
Phone: +91 22 40936000 Fax: +91 22 22665758 No
Email : info@sushilfinance.com No
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