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Credit Access Grameen Ltd (CreditAcc) has reported a good set of numbers in a challenging
environment for the quarter ended September 30, 2020 and was in line with our estimates.
While the company's profitability has been impacted by higher COVID related provision, it
registered strong GLP (41% YoY to Rs 111.8bn) growth. Total ECL provisions including
additional Covid provisions (Rs 2.46bn) were Rs 5.61bn (5.17% of loan portfolio).Collection
efficiencies have improved and stands at 89% as on October’20 for Credit Access and 85%
for Madura Microfinance. Stock price has rallied significantly post our initiation at Rs 408
and has achieved our target price, we now change our stance from “Buy” to “Hold”,
maintain our target price and wait for collection efficiency to reach pre-covid levels.
Strong Operating Performance; PPOP up by 27% YoY
e  Company’s NIl came at Rs 3.4 bn, +35% YoY / -12% QoQ and below our estimates
of Rs3.5bn. Company recorded GLP growth of (41% YoY to Rs 111.83bn and -5%
QoQ). Quarterly drop in Gross Loan Portfolio as disbursements were done only
to existing customers from Kendras paying 100% on-time instalments.
Disbursements have picked up in October and for the month are higher on a YoY

basis

e  PPOP stood at Rs 1.9 bn and below our estimates of Rs 2.5bn up by 27% YoY/-
23% QoQ.

e Net profit stood at Rs .8 bn (-21% YoY/+7% QoQ) in line with our estimates of
Rs.83bn.

Asset quality stable; GNPA at 1.58%; NNPA at +0.0%. Sufficient Provisioning for Covid

e  Asset quality remained stable during the quarter, with GNPA stood at 1.58% Vs
1.62% QoQ, while NNPA remained at 0.0% which is very credible. Provisioning
(%) stood at 5.17%.

. Provisions came in at Rs .9 bn , 225% YoY / -42% QoQ. .The total COVID-19
related provisioning buffer stands at Rs 2.46 bn. Lowering of provisions on a QoQ
basis due to improved collection efficiencies.

Update on Moratorium and Collection Efficiencies.

. Moratorium levels of Credit Access @ 12% of loan book as on 30th September,
2020 and 11% of loan book as on 31st October, 2020 compared to 26% in June.
Moratorium levels of Madura Microfinance @ 17% of loan book as on 30th
September, 2020 and 15% of loan book as on 31st October, 2020 compared to
46% in June.

e  Credit Access recorded collection efficiency of 88% in September / 89% in
October, Madura Micro Finance recorded collection efficiency of 83% in
September / 85% in October. One of the strong points is in Credit Access 92% of
customers have made full/partial payments in September and in Madura
Microfinance 93% of customers have made full/partial payments in September.

Outlook

We continue like the company as it has consistently shown strong operating performance. Pick
up in collection efficiencies for Madura is a huge positive as it was lagging behind Credit Access,
but we would have liked at least a 90% collection efficiency as a whole and although
management has told in the conference call that efficiency will reach pre-covid levels by
December we do not want to change the estimates before we actually see it pan out. Thus, we
have changed our rating from 'Buy’ to ‘Hold’ rating on CreditAcc with a price target of Rs
650, valuing the stock at 3.0x FY21E P/BV.

Key Financials (Rs Bn) |

Year NIl PPOP PAT EPS BVPS P/BV
FY20 10.5 7.0 3.3 23.2 186 3.6
FY2le 15.5 10.0 4.0 26.5 217 3.1
FY22e 19.4 12.2 6.3 43.0 260 2.6
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Highlights of the Conference Call

Covid situation has been very challenging for the industry.

Have adapted but localized lockdowns marginally affecting collections.

Have reassigned some work force from another districts to districts where there is stress.

New disbursements are made only to borrowers making on-time payments.

New customer additions commenced in October, indicating normal business growth going forward

Disbursements and growth prospects

Disbursements started in last week of June, disbursements only being made to borrowers making on time payment, disbursement
made by company in October’20 higher than disbursement of October’19 showing positive momentum.

Except disbursements to pick up in the coming months, 60% of yearly growth in business normally comes in 2nd half of the year
can achieve low double digit GLP growth for the year

Moratorium levels

Moratorium from 24% of book in July, has come down to 11% of book in October for Credit Access. 92% have fully/partially paid
and 8% have made no payments. Collections temporarily slowed in 2nd half of October due to i) cyclonic floods in certain parts of
Maharashtra and Karnataka, ii) intermittent lockdown imposed in Chhattisgarh, and iii) brief period of festivities in 2nd half of
October. The situation is expected to improve in November and December.

Moratorium levels of Madura Microfinance @ 17% of loan book as on 30th September, 2020 and 15% of loan book as on 31st
October, 2020 compared to 46% in June. Strong improvement in collection efficiencies of Madura

EMI due per month for a customer has not changed, tenure of loan has been extended to make the process smooth, customers
showing positive response and are proactively paying back. Customer Activation has increased 24% of customers who didn’t pay
in September, have paid in October.

Moratorium levels can drop to single digit levels by December.

Geography

Localized lockdowns in certain parts of Maharashtra have affected collections, Maharashtra recorded lowest collection efficiency
among all states with collection efficiency of 81%, leaving out Maharashtra collection efficiency would have been higher than 90%.

Madura Operations and employee expenses

No delay in integration with Madura, technical integration to be done by end of financial year, providing all support needed and
expertise to their management.

Have given bonuses, incentives to the employees, not much of new recruitment is required, enough number of branches and
employees present to drive growth.

Capital raise via QIP

Base amount to be raised to comply with MPS(Minimum public shareholding) norm - INR 675 Cr ¢ Actual amount raised - INR 800
Cr as against investor demand of INR 944 Cr (1.2x subscription on actual amount and 1.4x subscription on base amount)
Promoter shareholding reduced from 79.9% pre-issue to 74.1% post issue (comfortably within the 75% threshold)
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Risks to Rating and Price Target

Risk of second strong wave of Corona and spreading of pandemic in rural areas can affect prospects of the company. Collection efficiency not
able to hit pre-covid levels due to lockdowns. There is a small risk of competition increasing from banks, small finance banks as they may look
to enter the microfinance space aggressively as it is a high growth market.
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P&LRs Bn Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21
Interest Earned 3.5 3.3 3.7 3.9 4.4 4.5 4.9 4.6
Interest Expended 1.1 1.0 1.2 14 14 1.7 1.9 19
NIl 23 23 25 25 3.0 2.8 3.0 2.7
Other Income 1.2 1.0 1.3 1.4 1.5 .0 .25 1
Net Income 3.5 3.3 3.8 3.9 4.5 2.9 3.2 2.8
Opex 7 .8 9 1.0 11 1.0 11 11
PPOP 1.6 1.5 1.6 1.6 2.0 1.9 2.1 1.7
Provisions 1 3 1 3 .5 1.4 1.2 7
PBT 1.5 1.1 1.5 1.2 1.5 3 .8 1.0
Tax .5 4 .5 2 3 .0 .2 3
PAT 1 7 1 1 1.1 2 .6 7
Loan Portfolio Rs Bn
Gross Loan Portfolio 60 72 76 79 89 99 97 92
IGL 47 61 65 67 75 84 83 81
Retail Loans 2 3.2 3.7 4.3 4.6 5 5 4
Ratios (%)

GNPA 11 0.6 0.5 0.5 0.8 1.5 1.6 1.6
NNPA 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
CAR 41.2 35.7 34.6 34.2 324 23.6 237 26.4
Cost/Income 31.9 35.2 35.4 39.8 34.8 36.6 31.0 39.2
Portfolio Yield 20.9 18.6 19.7 19.5 19.7 19.6 20.5 19.7
Cost of Borrowing 10.7 9.9 10.2 10.3 10.0 9.6 9.4 9.6
Spread 10.2 8.7 9.5 9.2 9.7 10 11 11.1
NIM 13.2 12.0 12.6 12.1 12.4 12.1 12.6 111
ROA 6.0 4.1 4.8 4.8 4.6 3.6 2.2 2.7
ROE 17.7 13.1 15.9 16.1 16.5 12.9 9.4 11.3
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P&L (Rs Bn) ‘ FY19 FY20 FY21  FY22
Interest Earned 12.1 | 163 | 253 | 31.2 Capital 14 1 14 1.4 1.4
Interest Expended | 4.1 | 58 | 9.8 | 11.8 Reserves 22.2/| 259 | 303 | 366
Minority
NIl 8.0 | 105 | 155 | 194 | | | iorect 11
Other Income 0.6 0.7 1.3 1.7 Borrowings 48.7 | 95.4 116.6 | 150.4
Net Income 8.6 11.2 169 | 21.1 Other Liabilities | 1.3 2.0 2.2 2.3
Opex 29 | 42 | 68 | 89 Total 73.6 | 125.9 | 150.7 | 190.9
PPOP 5.7 6.9 100 | 12.2 Cash & Bank 6.1 7.2 7.4 3.9
Provisions 0.7 53 46 38 Advances 66.0 | 1109 | 136.4 | 179.8
PBT 50 | 46 | 54 | 84 l;:]stsaentilble 0.0 | 49 | 44 ) 44
Tax 1.8 1.3 1.4 21 Fixed Assets 0.2 0.3 0.3 0.4
PAT 3.2 3.4 4.0 6.3 Other Assets 11 2.5 2.2 2.4
Total 73.6 | 125.9 | 150.7 | 190.9
Ratios (%) FY19 FY20 FY21 FY22 ‘ Ratios (%) FY19 FY20 FY21 FY22
Growth Asset quality
NIl 58.4 31.4 47.8 24.7 GNPA 0.6 1.5 2.7 1.4
Operating profit 82.0 22.0 43.9 21.6 NNPA 0.0 0.0 0.0 0.0
Net profit 51.6 3.6 16.4 62.6 Per share (Rs)
Advances 34.9 68.1 229 31.8 EPS 22.4 23.2 26.5 43.0
Borrowings 343 96.0 22.3 29.0 BVPS 165 190 217 260
Returns P/E 30 29 26 16
ROA 5.2 3.3 2.8 3.7 P/BVPS 4.1 3.6 3.1 2.6
ROE 16.9 131 13.1 18.1
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Disclaimer

Dalal & Broacha Stock Broking Pvt. Ltd, hereinafter referred to as D& B (CIN_U67120MH1997PTC111186) was established
in 1997 and is an integrated financial services player offering an extensive range of financial solutions and services to a wide
spectrum of customers with varied needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE).
D&B along with its affiliates offers the most comprehensive avenues for investments and is engaged in the securities businesses
including stock broking (Institutional and retail), depository participant, portfolio management and services rendered in connection
with distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are
available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI (Research Analysts)
Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange
with whom it is registered in any time in the past. It has not been debarred from doing business by any Stock Exchange / SEBI or
any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice letters or
levied minor penalty on D&B for certain operational deviations in routine course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in
this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no
part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in
this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014
with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.

D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the

month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more No
securities of the subject company at the end of the month immediately preceding the date of

publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject No
company

Whether the Research Analyst has received any compensation from the subject company in the No
past twelve months

Whether the Research Analyst has managed or co-managed public offering of securities for the No
subject company in the past twelve months

Whether the Research Analyst has received any compensation for investment banking or No
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merchant banking or brokerage services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation for products or services other No
than investment banking or merchant banking or brokerage services from the subject company
in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from the No
subject company or third party in connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of
this material. Our salespeople, traders, and other professionals may provide oral or written market commentary or trading
strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and
investing businesses may make investment decisions that may be inconsistent with the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or
potential conflicts of interest including but not limited to those stated herein. Additionally, other important information regarding our
relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to,
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 or regulation or which would
subject D&B or its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this
document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or
as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed
as official confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers in
United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party,
without the prior express written permission of D&B . All trademarks, service marks and logos used in this report are trademarks
or registered trademarks of D&B or its Group Companies. The information contained herein is not intended for publication or
distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this
communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document
for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian
Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy
and completeness cannot be guaranteed.

Contact Email ID Contact No. Sector
Mr. Kunal Bhatia kunal.bhatia@dalal-broacha.com 022 67141442 | Auto, Auto Ancillary, FMCG
Ms.Charulata Gaidhani charulata.gaidhani@dalal-broacha.com 022 67141446 Pharma /Healthcare
Mr. Mayank Babla mayank.babla@dalal-broacha.com 022 67141412 I.T.
Mr. Avinash Tanawade avinash.tanawade@dalal-broacha.com 022 67141449 BFSI
Mr. Akshay Ashok akshay.ashok@dalal-broacha.com 022 67141486 BFSI
Mr. Suraj Nandu suraj.nandu@dalal-broacha.com 022 67141438 Associate

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021
Tel: 91-22- 2282 2992, 2287 617 Fax: 91-22-2287 0092
E-mail: equity.research@dalal-broacha.com
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