
Recent Quarter Highlights

Fedbank Financial Services Ltd

About the Company
Fedbank Financial Services Limited, a retail-focused NBFC backed by The Federal Bank Limited,
stands out with the second-lowest cost of borrowing among MSMEs, gold loans, and peers in
India as of Fiscal 2023. Boasting the third-fastest AUM growth and positioned as the fastest-
growing gold loan NBFC in the country, it's a dynamic player in the financial landscape. With a
robust suite of products targeting MSMEs and self-employed individuals, it aims to bridge the
credit gap. Headquartered in Mumbai, FFSL's strategic expansion across 16 states and union
territories positions it as a key player in India's retail credit growth story.
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They have three of theur products which yield 17% plus, which is gold loans, small mortgage and
unsecured loans. Now the proportion of medium ticket mortgage is lower and it is going to keep coming
down.
The company's total income and revenue from operations rose to ₹413.5 crore, marking a 34% increase
compared to the previous year's ₹308.73 crore. 
The profit after tax for the quarter reached INR654 million or INR65.4 crores, showing a 28% growth year-
on-year.
Sequentially, the net profit rose by 13.2% from ₹57.76 crore in the previous quarter. Non-performing assets
amounted to ₹429.45 crore for the quarter. 
Gross non-performing assets decreased from 2.34% to 2.19%, with absolute GNPAs declining by INR8.18
crores.
The company increased its LGDs on mortgage loans to 23% from 20%, resulting in a provision increase of
3%. This raised the overall PCR to 24.5% and net stage 3 to 1.7%. 
The return on assets was 2.5%, and the return on equity was 14.3%. 
The company saw a 34% year-on-year growth in assets under management (AUM), reaching INR107.1
billion for the quarter. 
Disbursements amounted to INR33 billion, with INR11.2 billion for non-gold and nearly INR22 billion for
gold, marking a 24% year-on-year and 14% quarter-on-quarter growth according to their management.
Commenced Gold Loan Co-lending arrangement with two leading banks.  
They have opened 2 branches during Q3, taking our total count of branches to 609.
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In the market they serve, there isn't much
competition, especially for the size of loans they
handle. Most competitors focus on smaller loan sizes,
around INR 7-8 lakh, while their average loan size is
INR 12-13 lakh. This segment is relatively new but
growing fast. They estimate that only about 3% of the
total loan market is in this segment, and it's been
growing over the past few years. When it comes to
unsecured loans, they're careful with their
originations, aiming to keep less than 15% of their
portfolio as unsecured. Currently, it's at 13%, and they
plan to reduce it further. 

As for their expansion plans, they review their entire
portfolio annually to decide where to allocate their
resources. They'll finalize their branch expansion
plans soon, but for now, they're spreading their
resources across different business lines.

For gold loans, their loss given default (LGD) is very
low at 0.75%, and any non-performing loans typically
get resolved within 60-90 days. Their retail assets
under management (AUM) have grown significantly
over the years, from INR 1,000 crores in FY'18 to
nearly INR 11,000 crores now. With their resources
and capabilities, they're aiming for a growth rate of
25%, and they plan to exceed that in the future.

Given their strong revenue growth and future plans,
we maintain a positive outlook on FEDFINA, with a
target price of 170-175 for the coming years.

122 Vinoba Puri, Lajpat Nagar Part II,
New Delhi 110 024
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DISCLAIMER:

This report is not for public distribution and has been furnished solely for
information and must not be reproduced or redistributed to others None
can use the report as a base for any claim, demand or cause of action
and, also none is responsible for any loss incurred based upon. The
investments discussed or recommended in this report may not be
suitable for all investors. Opinion expressed is the current opinion as of
the date appearing on the material only.
Further, the information in the document has been printed on the basis of
publicly available information; internal data and other sources believed to
be true and are for general guidance only but which may have not been
verified independently. While every effort is made to ensure the
accuracy and completeness of information contained, the company
takes no responsibility and assumes no liability for any error/ omission or
accuracy of the information. Recipients of this material should rely on
their own judgments and conclusions from relevant sources before
making any investment.
The investment advice should not be considered to be or taken as an
offer to sell or a solicitation to buy/sell any security. Price and value of
the investments referred to in this material are subject to volatility. Past
performance is not a guide for future performance. Certain transactions -
futures, options and other derivatives as well as non-investment grade
securities are subjected to substantial risks and are not suitable for all
investors.


