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CreditAccess Grameen

Financial Services

Improving trajectory in collections continues; fresh PAR 15+ accretion is near-normal

CA Grameen'’s (Grameen) Q3FY26 financial performance indicates faster-than-anticipated recovery, with collections
nearing pre-disruption levels (X-Bucket CE at 99.71% in Dec’25) and a sharp revival in disbursements with 26% MoM
growth in Dec’25 volume. Notably, fresh PAR 15+ accretion rate dropped to 18bps in Dec’25, largely driven by monthly
PAR 15+ accretion in KTK falling to 13bps in Dec’25 vs. 34bps in Nov'25. Similarly, PAR 0+ fell to 4.4% vs. 4.7% in
Sep’25. Notably, credit cost settled at 5.4% (adjusted credit cost at 3.9%), lowest in past six quarters, driven by
sustained improvement in collections. AUM growth revived to 7% YoY / 2.6% QoQ (8% YoY / 3% QoQ adjusted for

accelerated write-off).

We upgrade to BUY (earlier Hold) with a revised TP of INR 1,600 (earlier INR
1,470), as we roll over to Mar'27E (Sep’26 earlier) and value the stock at 2.75x.

Well placed to achieve ~18% RoE - first within MFI space

CA Grameen has always remained ahead of the curve in pre-empting business
cycle and implementing corrective measures. This reflects in ~2% RoA in FY25,
and despite >8% credit cost during H1FY26, it remained profitable. Further, its
fresh monthly PAR accretion at 18bps in Dec’25 is one of the lowest and the
same indicates delinquencies at pre-disruption level. PAR 15+ accretion in KTK
at 13bps (lower than pan-India) also ensures that pull-back in asset quality is
sticky and CA Grameen is well on track to operate at normalised credit cost in
FY27 and beyond. With steady decline in credit cost since Q3FY25 and strong
core operating performance it delivered 3.5% RoA / 13.8% RoE (adj. RoA at
3.7% and adj. RoE at 14.6%) in Q3FY26. Near-normal X bucket CE at 99.7% and
stage-3 (PAR 60+) at 4.0% with ECL provisioning at 67% suggest improving
trend in credit cost may continue, and hence, we believe CA Grameen could be
the first entity within MFI space to clock 18% RoE in near term.

Focus on building non-MFI to continue

Management highlighted that while MFI would continue to be Grameen’s core
business, it is gradually building the retail finance book to diversify and de-risk
balance sheet. In line with this, Grameen scaled up its non-MFI book to 14%
vs. 11% QoQ and 5% YoY, aided by graduation of high-vintage borrowers with
superior asset quality.

Financial Summary

Y/E March (INR mn) FY25A FY26E FY27E FY28E
Net Interest Income (NII) 35,992 37,901 45,040 52,622
PAT (INR mn) 5314 8,202 15,556 19,059
EPS (INR) 333 51.4 97.4 119.3
% Chg YoY (63.3) 54.2 89.7 225
P/E (x) 373 24.2 12.8 10.4
P/BV (x) 2.9 2.6 2.1 1.8
Gross Stage - 3 (%) 4.8 6.6 4.6 4.0
RoAA (%) 19 2.7 4.5 4.7
RoAE (%) 7.9 11.1 18.2 18.5
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Market Data

Market Cap (INR) 199bn
Market Cap (USD) 2,187mn
Bloomberg Code CREDAG IN
Reuters Code CRDE BO
52-week Range (INR) 1,490 /750
Free Float (%) 34.0
ADTV-3M (mn) (USD) 6.2
Price Performance (%) 3m 6m 12m
Absolute (3.4) (2.1) 243
Relative to Sensex (0.8) (2.7) 17.7
ESG Score 2023 2024 Change
ESG score 77.2 75.2 (2.0)
Environment 47.9 50.4 2.5
Social 81.4 78.5 (2.9)
Governance 83.4 81.5 (1.9)

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, |-sec research

Earnings Revisions (%) FY26E FY27E
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Q3FY26 result review: PAT doubles QoQ led by margin expansion and
credit cost moderation

Grameen delivered a strong sequential recovery in Q3FY26, with PAT doubling QoQ to
INR 2.5bn, supported by improvement in margins and moderating credit cost. Reported
NIM expanded significantly to 13.9% vs. 13.3% QoQ, driven by higher asset yields of
21.0% vs. 20.7% QoQ and continued reduction in cost of borrowings (9.4% vs. 9.6%
QoQ). Grameen'’s incremental borrowing stood at 8.9% for Q3 and management
anticipates NIM to be in the range of 14-14.5%, with incremental borrowing costs
expected to drop by 10bps quarterly for the next 2-3 quarters. NIl was flat QoQ but
improved 13% YoY, largely supported by higher yields, lower interest reversals and
lower cost of borrowings. Grameen'’s opex was elevated with opex/loan ratio at 5.4%
vs. 5.2% QoQ, largely on account of new labour codes impact (of INR 180mn) and rise
in business related expenses. As a result, PPoP fell 2% QoQ but was up 9% YoY.
Overall, RoA improved to ~3.5%, while RoE rose to ~13.8%, reflecting the benefit
flowing from margin expansion as well as credit cost moderation.

Portfolio growth picks up as asset quality headwinds recede

After a subdued H1FY26, growth traction improved meaningfully in Q3FY26. AUM
grew ~2.6% QoQ (~3.3% adjusted for accelerated write-offs), supported by healthy
disbursements of ~INR 57.7bn, up ~13% YoY, with Dec’25 disbursements crossing INR
22bn (~38% of quarterly disbursements) and management expects robust
disbursements momentum to continue in Q4 as well.

The portfolio mix continued to evolve in Q3FY26, with retail finance increasing its share
to ~14.1% of AUM, up from ~11.1% QoQ. The increase was driven by graduation of
quality vintage group loan customers into individual business loans rather than any
stress-led contraction in the group lending book. Management highlighted that retail
finance growth is scaling faster than overall AUM growth, and this trend is expected
to continue, with retail emerging as a key contributor to incremental growth over
medium term.

Credit cost adjusted for accelerated write-offs; ECL rate revision at
~3.9% annualised

Asset quality trends showed decisive improvement in Q3FY26, reinforcing
management’s view that stress cycle is largely behind. Monthly PAR 15+ accretion
declined sharply to ~18bps in Dec’'25 from ~47bps in Sep’25, with improvement visible
across most operating geographies, including KTK, TN and Maharashtra. Reported
annualised credit cost further declined to 5.4% in Q3 vs. 8.3% QoQ. However, reported
credit cost had one-off element related to accelerated provision (last done in Oct’25)
and INR 370mn impact due to increase in ECL provisioning rates. Adjusted for one-
offs, credit cost was 3.9% annualised.

FY27 credit cost guidance intact at 400-450bps with possibility of
trimming it lower post Q4 earnings

Management reiterated credit cost guidance of 400-450bps for FY27, largely reflecting
the ECL framework capturing elevated FY26 delinquency data, even as on-ground
asset quality normalises. However, with lower new PAR 15+ accretion to 18bps for
Dec’25 and sustaining the same in Jan'26 first half, management highlighted that it
might revisit its credit cost guidance post Q4 earnings. Overall, RoA could come in
around 450bps for FY27 and credit growth could be ~20%, but management would
provide guidance on RoA post Q4 earnings.

Key risks: 1) Higher than anticipated credit cost; and 2) lower than expected AUM
growth.
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Q3FY26 result review

Eroftiandliosel(INRImm) Q3FY26  Q3FY25 (C'Z’n:z; Q2FY26 % QoQ
Interest income 14,904 13,804 8% 15,084 -1%
Interest expenses 4,593 4,749 -3% 4,795 -4%
Net interest income 10,311 9,055 14% 10,288 0%
Non-interest income 9 16 -42% 7 34%
Total net income 10,320 9,071 14% 10,295 0%
Employee expense 2,269 1,784 27% 2,193 3%
Other operating expenses 1,241 1,058 17% 1,154 8%
Total operating expenses 3,509 2,841 24% 3,347 5%
Pre provisioning profits 6,811 6,229 9% 6,948 -2%
Provisions & Write offs 3,426 7,519 -54% 5,257 -35%
Profit/Loss before Tax 3,385 (1,289) -363% 1,692 100%
Tax Expense 858 (294) -392% 434 98%
Profit/Loss after Tax 2,627 (995) -354% 1,258 101%
Other key parameters (INR mn)

Disbursements for the period 57,670 50,850 13% 53,220 8%
Gross loan portfolio O/S 2,65,660 2,48,100 7% 2,569,040 2.6%
Borrowings 2,06,814 2,01,148 3% 2,01,032 3%
Cash & Other liquid balances 11,128 18,326 -39% 9,375 19%
Key metrics

Active borrowers ('000) 4,401 4,805 -8% 4,440 -1%
Average ticket size (INR) 51,863 49,043 6% 51,881 0%
Branches (nos) 2,222 2,059 8% 2,209 1%
Stage 3 % 4.04% 3.99% 5 bps 3.65% 39 bps
NNPA % 1.36% 1.28% 7 bps 1.26% 10 bps
ROA tree (reported) - on AUM

Portfolio Yield 21.00% 20.20% 80 bps 20.70% 30 bps
Finance Cost 9.40% 9.80% -40 bps 9.60% -20 bps
NIl 13.90% 12.50% 140 bps 13.30% 60 bps
Operating Cost 5.40% 4.60% 80 bps 5.20% 20 bps
Impairment on Financial Instruments 5.22% 12.04% -683 bps 8.09% -287 bps
RoA 3.50% -1.40% 490 bps 1.80% 170 bps

Source: Company data, I-Sec research

Q3FY26 conference call takeaways

Asset quality

e Seeing improving asset quality trends across geographies.

e Monthly PAR accretion declined sharply in Dec’25.

e Karnataka asset quality reverting sharply to normalised levels.

Disbursements and AUM

e Growth in MFI going ahead would be in early teens and rest of the growth would
come from retail, which would be much higher than overall portfolio growth.

e FY27 growth guidance could be around 20%, but it will share guidance post Q4
edarnings.

e Every year, 5-8% growth will transition from JLG to retail, due to rise in income
levels.

e Disbursements up 13.4% YoY for Q3.
o Dec’25 disbursements crossed the INR 20bn mark (at INR 22bn).

e It should do better in Q4 on disbursements vs. Dec’25, as per its historical trend.
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¢ 90k new borrower additions in Dec’25.
e Oct’25 saw relatively lower addition of new borrowers due to festive season.
e Retail finance portfolio continued to scale steadily.

e Retail financeis currently at INR 37.8bn, which has individual unsecured loan, two-
wheeler loan, secured business loan and affordable housing loan

0 INR 17bn - unsecured Unnati loan - profile of customer is high income
earning with better cashflow (PAR 30 is well under control under 2%).

0 INR 16bn loan book which also has higher customer income base, but there
is certain difficulty in income assessment (PAR 30 is well under control
under 2%).

0 Mortgage business loans of INR 2.66bn.

0 Home loan book of ~INR 20bn.

0 2W book of ~INR 0.13bn.
¢ Rejection rates have gone up and current approval rate is 55-60%.
e Existing renewal rate is 45-50% vs. 65% before guard rails.
e More than INR 100k ticket size customers would be under 10%.
Credit cost

e 400-450bps FY27 credit cost guidance (unchanged), which is factoring in 30-
35bps of monthly PAR accretion. It will monitor monthly PAR accretion for next
3-4 months, before revisiting credit cost guidance.

o Accelerated write-offs were done only in Oct’25, and hence, do not expect
anything towards accelerated write-offs in Q4.

e Credit cost includes INR 590mn due to accelerated write-offs and INR 370mn
additional impact due to increase in ECL rates.

e Excluding the impact of accelerated write-off and increase in ECL rates, credit cost
stood at 96bps, non-annualised.

o ECL provisioning on stage-1 should move towards 1.5% by Q4.

e Jan’26 first half trend is as good as Dec’25 in terms of PAR accretion.
Borrowings

e Average borrowing cost continues to trend lower.

¢ Raised INR 39.17bn in Q3 with marginal borrowing cost at 8.9%.

e Grameen maintains ample liquidity at 8.4% of total assets.

e Funding position remains strong.

Margins

¢ Margin should hover ~14% for some time.

e Margin at 13.9%, up 60bps QoQ aided by 20bps decline in borrowing cost and
30bps rise in portfolio yield.

e Housing interest rate is 16-17%.
Return ratios

o FY27 RoA could be around 4.5%, but it will come with FY27 guidance post Q4
earnings.
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Q2FY26 conference call takeaways

FY26 guidance

Additional 70-100bps higher than earlier guidance.

70-80bps higher credit cost in FY27, at 4-4.5%, largely as ECL framework would
capture FY26 data which would have higher delinquencies.

RoA at 4-4.5% despite higher credit cost, owing to implementation of risk-based
pricing in FY27.

20% YoY AUM growth in FY27 and 14-15% in FY26.

100bps of better operating profits driven by 60-70bps NIM expansion and 30-
40bps opex improvement, which shall offset likely higher credit cost in FY27.

AUM

H2FY26 growth will likely be better; hence, itis likely to deliver 14-15% YoY growth
in FY26.

Robust disbursements despite seasonally weaker Q2.

It added 0.22mn new borrowers in Q2FY26, of which ~39% were new-to-credit.
Retail Finance (RF) share up, from 6.8% to 11.1% by Q2FY26.

3-year loans’ share increased to 44.9% of GLP (Group Loans) vs. 35.6% in Q2FY25.

Asset quality

GLP % of borrowers with >3 lenders declined from 25.3% in Aug'24 to 6.9% in
Sep’25 vs. 11.3% in Jun'25.

PAR 15+ accretion normalised across states except KTK. KTK is gradually
stabilising but it would take some time.

Collection efficiency (ex-arrears) stood at 94.5% during Q2FY26 and 94.9% in
Sep’25.

It continues to hold ~156bps higher provisions over PAR 90+, ~268bps higher
provisions compared to IRAC prudential norms, and INR 0.89bn higher provisions
compared to NBFC provisioning norms.

GLP % of borrowers with >INR 200,000 unsecured indebtedness to 7.2% in Sep’25
vs 9.5% in Jun'25 vs 19.1% in Aug'24.

Total write-off stood at INR 6.8bn in Q2FY26, which resulted in an additional credit
cost of INR 2bn.

PAR 15+ accretion rate was range-bound, due to the temporary impact of heavy
rains / floods across operating geographies.

PAR buckets roll-forward rates were stable vs Q1FY26.

Margins

NIM expanded 50bps QoQ to 13.3% vs. 12.8% QoQ driven by 40bps QoQ increase
in asset yields and 11bps QoQ decline in CoF.

Raised ~INR 30bn incremental funding at 8.9% during Q2FY26.

Yields are likely to go up, largely driven by lower interest reversal going ahead.
Cumulative interest reversal stood at INR 1.8bn during 1HFY26.

Miscellaneous

Operating cost will likely start trending lower towards its historical range of 4.6-
4.7% vs. >5% currently. Cost was elevated in H1FY26, as it added >150 branches
and growth remained flat.
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Disbursements saw strong momentum with Dec’25 disbursements
touching ~INR 22bn
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Total borrower base contracts but is broadly stabilising
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Calculated average ticket size at ~50k levels
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Cost to income saw an uptick, settling at ~34%
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Calculated credit cost stood at 5.6%, lowest in last 6 quarters
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RoA/RoE improved meaningfully to 3.5%/13.8%
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Financial Summary

Profit & Loss Balance sheet
(INR mn, year ending March) (INR mn, year ending March)

FY25A FY26E FY27E FY28E FY25A FY26E FY27E FY28E
Interest Income 55,468 58,125 67,885 79,182 Share capital 1,597 1,597 1,597 1,597
Interest Expenses (19,476) (20,223) (22,845) (26,560) Reserves & surplus 67,963 76,164 91,720 110,780
Net Interest Income (NII) 35,992 37,901 45,040 52,622 Shareholders’ funds 69,560 77,762 93,318 112,377
Other Income 2,094 2,798 3,246 3,791 Borrowings 205,538 239,977 276,018 319,579
'el'grt)zlr::::)me (net of interest 38,086 40,699 48,287 56.413 ?;c;\;:sll-ci);\ls)iﬁtgtshzrr‘zmb|||t|es 2,927 4,839 5,624 6,578
Employee benefit expenses (7,304) (8,399) (9,659) (11,108) Stakeholder's Equity 278,025 322577 374960 438534
Depreciation and Cash and balance with RBI 14,430 16,129 18,748 21,927

974 ’ ! ’ !

amortization (622) (716) ©33) ®74) Fixed assets 436 458 480 504
Other operating expenses (3,776) (4,187) (4,847) (5,653) Loans 242,745 280,901 326,568 381,994
Total Operating Expense (11,702)  (13,303) (15339) (17,735) Deferred tax assets (net) 3,553 4,122 4,791 5,603
Pre Provisioning Profits Other Assets 16,862 20,968 24,372 28,505

26,384 27,397 32,948 38,678 ’ ! ’ ’
(PPoP) Total Assets 278,025 322,577 374,960 438,534
Provisions and write offs (19,295) (16,436) (12,159) (13,207)  5ource Company data, I-Sec research
Profit before tax (PBT) 7,089 10,961 20,788 25,470
Total tax expenses (1,775) (2,759) (5,232) (6,411)
Profit after tax (PAT) 5,314 8,202 15,556 19,059

Source Company data, I-Sec research
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Key Ratios
(Year ending March)

FY25A FY26E FY27E FY28E
AUM and Disbursements
(INR mn)
AUM 259,480 298,831 347,413 406,377
On-book Loans 242,745 280,901 326,568 381,994
Off-book Loans 16,736 17,930 20,845 24,383
Disbursements 212,720 234,056 267,042 304,222
Repayments 220,380 214,764 229,108 259,098
Growth (%):
Total AUM (%) (2.9) 15.2 16.3 17.0
Disbursements (%) (10.1) 10.0 14.1 13.9
Repayments (%) 225 (2.5) 6.7 13.1
Loan book (on balance
sheet) (%) (3.3) 15.7 16.3 17.0
Total Assets (%) (3.6) 16.0 16.2 17.0
Net Interest Income (NII) (%) 13.6 53 188 16.8
Non-interest income (%) (23.2) 33.6 16.0 16.8
Total Income (net of interest 107 6.9 18.6 168
expenses) (%)
Operating Expenses (%) 115 13.7 15.3 15.6
Employee Cost (%) 9.1 15.0 15.0 15.0
Non-Employee Cost (%) 16.3 10.9 15.7 16.6
Pre provisioning operating
orofits (PPoP) (%) 10.3 3.8 203 17.4
Provisions (%) 327.1 (14.8) (26.0) 8.6
PBT (%) (63.4) 54.6 89.7 225
PAT (%) (63.2) 54.3 89.7 225
EPS (%) (63.3) 54.2 89.7 225
Yields, interest costs and
spreads (%)
NIM on loan assets (%) 14.6 145 14.8 14.9
NIM on IEA (%) 13.0 129 13.2 13.2
NIM on AUM (%) 13.7 136 139 14.0
Yield on loan assets (%) 225 222 22.4 22.4
Yield on IEA (%) 20.0 19.7 19.9 199
Yield on AUM (%) 21.1 20.8 21.0 21.0
Cost of borrowings (%) 9.2 9.1 8.9 8.9
Interest Spreads (%) 133 13.1 135 13.4
Operating efficiencies
Non |pterest income as % of 625 62.2 63.3 63.4
total income
Cost to income ratio 30.7 32.7 318 314
Op.costs/avg assets (%) 4.1 4.4 4.4 4.4
Op.costs/avg AUM (%) 4.4 4.8 4.7 4.7
;\r':]’nc)’f employees (estimate) 19659 19,017 19467 19917
No of branches (x) 2,063 2,233 2,283 2,333
Salaries as % of non-
interest costs (%) 62.4 63.1 63.0 62.6
NIl /employee (INR mn) 1.8 2.0 2.3 2.6
AUM/employee(INR mn) 13.2 15.7 17.8 20.4
AUM/ branch (INR mn) 125.8 133.8 152.2 174.2
Capital Structure
Average gearing ratio (x) 3.0 31 3.0 2.8
Leverage (x) 4.0 4.1 4.0 3.9
CAR (%) 26.2 253 26.1 26.9
Tier 1 CAR (%) 26.2 25.3 26.1 26.9
RWA (estimate) - INR mn 252,454 292,137 339,631 397,274
RWA as a % of loan assets 104.0 104.0 104.0 104.0

Source Company data, I-Sec research

T rosa rase mor pos
Asset quality and
provisioning
GNPA (%) 48 6.6 4.6 4.0
NNPA (%) 1.7 1.7 1.2 1.0
GNPA (INR mn) 13,683 18488 14933 15447
NNPA (INR mn) 4,973 4,871 3,785 3,761
Coverage ratio (%) 63.7 73.7 74.7 75.7
Credit Costs as a % of avg
AUM (bps) 733 589 376 350
Credit Costs as a % of avg 782 628 400 373
on book loans (bps)
Return ratios
ROAA (%) 1.9 2.7 45 47
ROAE (%) 7.9 11.1 18.2 185
ROAAUM (%) 2.0 2.9 4.8 5.1
Valuation Ratios
No of shares 160 160 160 160
No of shares (fully diluted) 160 160 160 160
EPS (INR) 333 51.4 97.4 119.3
EPS fully diluted (INR) 333 51.4 97.4 119.3
Price to Earnings (x) 373 24.2 12.8 10.4
Price to Earnings (fully
diluted) () 37.3 242 12.8 10.4
Book Value (fully diluted) 436 487 584 704
Adjusted book value 412 464 567 686
Price to Book 2.9 2.6 2.1 1.8
Price to Adjusted Book 3.0 2.7 2.2 1.8

Source Company data, I-Sec research

Key Metrics

(Year ending March)

| rasa Pose moe e
DuPont Analysis
Average Assets (INR mn) 283,243 300,301 348,768 406,747
Average Loans (INR mn) 246,897 261,823 303,735 354,281
Average Equity (INR mn) 67,630 73,661 85,5640 102,847
Interest earned (%) 19.6 194 19.5 19.5
Interest expended (%) 6.9 6.7 6.6 6.5
Gross Interest Spread (%) 12.7 12.6 129 12.9
Credit cost (%) 6.8 5.5 35 3.2
Net Interest Spread (%) 5.9 7.1 9.4 9.7
Operating cost (%) 4.1 4.4 4.4 4.4
Lending spread (%) 1.8 2.7 5.0 5.3
Non interest income (%) 0.7 0.9 0.9 0.9
Operating Spread (%) 25 3.6 6.0 6.3
Tax rate (%) 25.0 25.2 25.2 25.2
ROAA (%) 1.9 2.7 45 4.7
Effective leverage (AA/ AE) 4.2 4.1 4.1 4.0
ROAE (%) 7.9 11.1 18.2 18.5

Source Company data, I-Sec research
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