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CMP
INR 1,667

Target
INR 1,960

Potential Upside  
17.6%

Market Cap (INR Mn)
2,65,529

Recommendation
BUY

Sector
NBFC

Shares outs (Mn) 159

Equity Cap (INR Mn) 61,690

Mkt Cap (INR Mn) 2,65,529

52 Wk H/L (INR) 1,796/ 834

Volume Avg (3m K) 365

Face Value (INR) 10.0

Bloomberg Code CREDAG

MARKET DATA

SHARE PRICE PERFORMANCE

SENSEX 71,424

NIFTY 21,572

MARKET INFO

KEY FINANCIALS

Source: Company, KRChoksey Research

Result Highlights:

 Net Interest Income (NII) for Q3FY24 increased by 41.6% YoY (+3.9% QoQ) to INR 8,024 Mn. NII was in line with our estimates (-0.2% deviation). NIMs stood at 13.1% in

Q3FY24, an improvement of 120 bps YoY, while flat on a sequential basis. For the 9MFY24, NII grew by 51.2% YoY to INR 23,377 Mn.

 The Pre-Provisioning Operating Profits (PPOP) grew by 58.6% YoY and 7.0% QoQ to INR 6,018 Mn in Q3FY24, led by growth in NII and healthy YoY growth in non-

interest income. PPOP was 6.0% higher than our estimates owing to higher non-interest income due to higher bad debt recoveries. For the 9MFY24, PPOP grew by

70.2% YoY to INR 10,035 Mn.

 The NBFC registered a net profit of INR 3,533 Mn in Q3FY24 which represents a growth of 63.8% YoY (+1.8% QoQ). Healthy operating performance led to robust YoY

growth, resulting in a net profit deviation of 1.1% higher than our estimates.

 The Capital Adequacy Ratio (CAR) as of December 31, 2023, stands at 24.5%, with the Tier-1 ratio at 23.6%. The annualized Return on Assets (RoA) for Q3FY24 stood at

5.5%. The annualized Return on Equity (ROE) stood at 23.6% for the quarter.

SHARE HOLDING PATTERN (%)

NII CAGR between FY23 
and FY26E

28.5%

PAT CAGR between FY23 
and FY26E

37.2%

Temporary impact on disbursement growth led by upgrade and migration process in Core Banking System (CBS):

As of December 31, 2023, GLP (Gross Loan Portfolio) reported a 31.5% YoY/4.0% QoQ growth at INR 2,33,820 Mn on

the back of a lower base from last year and healthy additions of customers during the quarter. The focus on

process stabilization post-completion of the CBS upgrade resulted in an expected impact on disbursements and

customer additions during the 2–3 weeks of November 2023. However, the business momentum returned to

normalcy in December 2023. The improved stability and robustness of the core banking platform will lead to higher

scalability in the coming quarters. Retail finance will benefit from flexible product configurations and

customizations, leading to faster go-to-market. The retail finance segment is expected to contribute ~12-13% to the

overall portfolio mix in the medium term, while it expects the segment to reach around 6-7% by FY26E (currently at

~2.0%). CREDAG’s customer base increased by 19.2% YoY/ 2.0% QoQ to 4.69 Mn. The branches stood at 1,894, with 17

new branches added during Q3FY24 which helped in expanding the NBFC’s penetration further. The Company has

launched and piloted a retail product that is aimed at addressing the needs of customers who are graduating from

microfinance and expect a better differentiated product portfolio.

Margins remain stable; cost of borrowings to remain steady from Q4FY24E onwards: NIMs for the quarter stood

at 13.1%, stable on a sequential basis. The portfolio yields for the quarter stood at 21.0%, against 21.1% in Q2FY24 (vs.

19.6% in Q3FY23). CREDAG has reduced the lending rates by 50 bps across both microfinance and retail finance

businesses during December 2023 and January 2024, in line with the board-approved pricing policy. The cost of

funds increased to 9.8% in Q3FY24 from 9.6% in Q3FY23. The cost of borrowing peaked in Q2FY24 and Q3FY24 and is

expected to stabilize from Q4FY24E onwards. CREDAG has maintained its NIMs on account of a) superior asset

quality leading to minimal interest reversals, b) strong control over the cost of borrowing, and c) a higher share of

portfolio growth funded through internal accruals with a healthy CRAR of ~24.5%. NIMs guidance was maintained

by the management at 12.7%–12.8% for FY24E. The full impact of the revised pricing on the portfolio yield will be

gradually realized over the coming 18–20 months. The strong control over the cost of borrowing on the back of a

diversified liability profile, continued access to PSL-linked funds, improved credit ratings, and a well-capitalized

balance sheet will contribute to bringing stability to the margins. The cost-to-income ratio was 29.5% vs. 36.3% in

Q3FY23 (as against 31.7% in Q2FY24). On a YoY basis, the improvement in the ratio was on account of the improved

income profile of the NBFC. Thus, CREDAG has maintained its guidance for the cost-to-income ratio of 31.0%–33.0%

in FY24E.

Business momentum persists; Lower Opex offsets impact of higher provisions

Particulars (INR Mn) FY22 FY23 FY24E FY25E FY26E

NII 16,531 22,338 32,250 39,333 47,370

PPOP 10,776 15,064 23,497 28,723 34,707

PAT 3,531 8,261 14,513 17,688 21,355

EPS (INR) 22.7 52.0 91.3 111.3 134.4

BVPS (INR) 261.5 321.4 412.7 524.0 658.4

ABVPS (INR) 254.1 320.1 408.8 520.1 654.1

Particulars Dec-23 Sep-23 Jun-23

Promoters 66.7 66.7 66.8

FIIs 12.0 11.5 9.6

DIIs 15.8 15.8 11.9

Others 5.5 6.0 11.7

Total 100.0 100.0 100.0
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Valuation and view:

CREDAG reported a healthy performance in Q3FY24 with a strong jump in net profit led by improved operating parameters. System upgrades led to a minor blip in
disbursement growth for the NBFC, but it recovered in December 2024. The flooding in Tamil Nadu and the seasonality factor affected asset quality, but it is expected to
improve in Q4FY24E. The NBFC has also seen a rise in provisions, as it has considered higher provisioning in other states apart from Tamil Nadu, led by the higher growth
rates in these states. The new pilot and branch expansion strategy are expected to be the key drivers for sustaining its strong business momentum in the coming
quarters. Thus, the NBFC expects FY24E to end with a 25.0% growth in its AUM. The cost of borrowing has peaked and is expected to remain stable, which will bring
stability to its overall margins going forward. We continue to be positive about CREDAG’s long-term business outlook, backed by a) its strong leadership, b) improving
geographical footprint, c) best-in-class asset quality and superior return ratios, d) its consistently healthy operating performance, and e) industry tailwinds led by multiple
factors. Since our last update, the stock has appreciated by 8.9% and is currently trading at P/ABV multiples of 4.1x/3.2x/2.5x based on FY24E/25E/26E ABVPS. We have
introduced FY26E estimates and accordingly rolled over our valuation on FY26E from FY25E. We assign P/ABV multiple 3.0x to FY26E ABVPS of INR 654.1 per share and
revise our target price upwards to INR 1,960/share (Previous target: INR 1,765) with an upside of 17.6% over the CMP. Accordingly, we maintain our “BUY” rating on
CreditAccess Grameen Ltd.

Floods impact asset quality for the quarter: The total ECL provisions were INR 4,107 Mn against GNPA (largely @ 60+ dpd) of 0.97% and PAR 90+ of 0.75%. NNPA

increased to 0.29% vs. 0.24% as of September 30, 2023. Fresh PAR accretion of 1.2% (1.6% annualized) as of December 30, 2023, was within the guided range. The increase

in the NPA during Q3FY24 was on account of business-as-usual slippage and higher steady-state delinquencies outside Karnataka. The ECL provisioning rates for both

standard and delinquent loans are higher in other states than in Karnataka. Hence, higher growth outside Karnataka will result in slightly higher ECL provisioning. Higher

loan pricing in the other states will adequately compensate for this. The write-offs for the quarter stood at INR 587 Mn. The bad debt recovery was INR 109 Mn in Q3FY24

compared to INR 16.5 Mn in Q2FY24. The credit cost (gross) for Q3FY24 stood at 0.6%; for 9MFY24 it was at 1.4%. The company has maintained the credit cost expectation

in the range of 1.6–1.8% in FY24E.

Key Concall Highlights:

• CREDAG received a credit rating upgrade by CRISIL from A+/Positive to AA-/Stable, making it the highest-rated standalone microfinance company in India by three
credit rating agencies.

• Business momentum was temporarily impacted for 2-3 weeks in November 2023 as the NBFC completed the major core banking system upgrade and migration
process. It subsequently returned to normalcy in December 2023, witnessing a disbursement of INR 22,470 Mn and a new borrower addition of 0.12 Mn during the
month.

• It has opened 17 new branches during Q3FY24, taking the total branch count to 1,894 spread across 367 districts.
• The NBFC draws good comfort from its diversified liability profile, which includes continued access to funds from domestic and international lenders, improved

credit ratings, and a well-capitalized balance sheet to maintain sufficient liquidity and strong control over its borrowing costs.
• The PAR increase during the Q3FY24 was primarily driven by seasonality factors, slightly higher steady state delinquencies outside Karnataka, and the temporary

impact of floods in Tamil Nadu. The PAR in flood-infected Tamil Nadu branches has been coming down as CREDAG continues to witness strong recoveries.
• The Company reviews the lending rates every quarter, and the current rate cut has been on the back of consistent improvement in operating efficiency and stability

in the cost of borrowing and cost of borrowing trends over the coming quarters. The NBFC expects to maintain guided NIM as the full impact of revised pricing on
portfolio yield will be gradually realized over the coming 18 to 20 months.

• As of December 31, 2023, its share of foreign borrowings stood at 21.5% and the bank's borrowings at 50.4%. The share of long-term borrowing stood at 75.0%.
CREDAG has maintained a healthy positive ALM mismatch, with the average maturity of assets at 18.7 months and the average maturity of liabilities at 24.4 months.

• The NBFC successfully upgraded its core banking solution in Q3FY24. This upgrade will lead to improved business scalability and meet increased business
requirements, which will have enhanced functional process flexibilities and product customization, leading to faster go-to-market.

• The digital initiatives, improved decision-making, and risk management capabilities will enhance its responsiveness to evolving customer requirements.
• CREDAG has reiterated its guidance for FY24E. The cost-income ratio is expected to remain between 31.0% and 35.0% going forward. The NBFC provided medium-

term guidance of 12.0% to 15.0% growth.
• CREDAG has launched and piloted a retail product that is aimed at addressing the needs of customers who are graduating from microfinance and expect better,

more differentiated products.
• The income level of the client is a key factor in determining the average ticket size. The percentage increase in ticket size may not be the same across all states due

to differences in income levels.

Source: Company, KRChoksey Research
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Exhibit 1: Profit & Loss Statement (Consolidated)

Source: Company, KRChoksey Research

KEY FINANCIALS

INR Mn FY22 FY23 FY24E FY25E FY26E

Interest Income 26,374 34,469 49,329 61,076 74,160

Interest Expense 9,843 12,131 17,079 21,743 26,790

Net Interest Income 16,531 22,338 32,250 39,333 47,370

Non-interest income 1,128 1,040 1,800 2,250 2,813

Operating income 17,659 23,378 34,050 41,583 50,183

Operating Expense 6,883 8,314 10,553 12,860 15,476

PPOP 10,776 15,064 23,497 28,723 34,707

Provisions 5,967 4,010 4,017 4,981 6,043

PBT 4,808 11,054 19,481 23,742 28,664

Tax Expense 1,277 2,793 4,968 6,054 7,309

PAT 3,531 8,261 14,513 17,688 21,355

Diluted EPS (INR) 22.7 52.0 91.3 111.3 134.4
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Exhibit 2: Balance Sheet (Consolidated)

INR  Mn FY22 FY23 FY24E FY25E FY26E

SOURCES OF FUNDS

Share capital 1,559 1,589 1,592 1,592 1,592

Reserves & surplus 38,218 49,481 63,994 81,682 103,036

Minority interest 984 0 0 0 0

Shareholders' funds 40,761 51,070 65,586 83,274 104,628

Borrowings 130,097 163,911 211,446 266,422 322,370

Trade Payables 2,590 3,037 3,796 4,745 5,932

Other liabilities & provisions 499 563 610 725 868

TOTAL LIABILITIES & EQUITY 173,947 218,581 281,438 355,165 433,798

USES OF FUNDS

Cash and cash equivalent 17,614 14,364 22,983 34,474 44,817

Investments 5 4,545 5,909 7,681 9,986

Advances 147,653 190,433 243,429 301,851 366,246

Fixed & other assets 8,675 9,238 9,118 11,158 12,749

TOTAL ASSETS 173,948 218,581 281,438 355,165 433,798

GLP 166,010 210,310 266,042 329,892 402,469
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Exhibit 3: Ratio Analysis

Key Ratio FY22 FY23 FY24E FY25E FY26E

Growth rates

AUM (%) 22.2% 26.7% 26.5% 24.0% 22.0%

Borrowings (%) 18.0% 26.0% 29.0% 26.0% 21.0%

Total assets (%) 15.5% 25.7% 28.8% 26.2% 22.1%

NII (%) 21.4% 35.1% 44.4% 22.0% 20.4%

Pre-provisioning profit (%) 13.2% 39.8% 56.0% 22.2% 20.8%

PAT (%) 168.6% 133.9% 75.7% 21.9% 20.7%

Balance sheet ratios

Advances/Total assets (%) 84.9% 87.1% 86.5% 85.0% 84.4%

Leverage (x) 1.3x 1.3x 1.3x 1.3x 1.3x

Operating efficiency

Cost/income (%) 39.0% 35.6% 31.0% 30.9% 30.8%

Opex/ average assets (%) 4.2% 4.2% 4.2% 4.0% 3.9%

Opex/GLP (%) 4.7% 4.4% 4.3% 4.3% 4.2%

Profitability

NIM (%) 11.2% 11.7% 13.2% 13.0% 12.9%

ROAA (%) 2.2% 4.2% 5.8% 5.6% 5.4%

ROAE (%) 9.0% 18.0% 24.9% 23.8% 22.7%

Asset quality

Gross NPA (%) 3.61% 1.21% 0.74% 0.69% 0.62%

Net NPA (%) 1.28% 0.42% 0.22% 0.17% 0.15%

Per share data / Valuation

EPS (INR) 22.7 52.0 91.3 111.3 134.4

BV (INR) 261.5 321.4 412.7 524.0 658.4

ABV (INR) 254.1 320.1 408.8 520.1 654.1

P/E (x) 37.5x 17.6x 18.3x 15.0x 12.4x

P/BV (x) 3.2x 2.8x 4.0x 3.2x 2.5x

P/ABV (x) 3.3x 2.9x 4.1x 3.2x 2.5x

Source: Company, KRChoksey Research
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CreditAccess Grameen Ltd

Date CMP (INR) TP (INR) Recommendation

23-Jan-24 1,667 1,960 BUY

25-Oct-23 1,493 1,765 BUY

24-Jul-23 1,371 1,630 BUY

17-May-23 1,166 1,365 BUY

08-Feb-23 957 1,290 BUY

02-Aug-22 1,039 1,211 BUY

Rating Legend (Expected over a 12-month period)

Our Rating Upside

Buy More than 15% 

Accumulate 5% – 15%

Hold 0 – 5%

Reduce -5% – 0

Sell Less than – 5%
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