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 Fincare Business Services Limited was incorporated on 5th August 2014 as a private
limited company based in Bangalore, Karnataka. In 2016, Fincare Business Services
Limited was restructured as a public limited company and transitioned to a Non-
Deposit Systemically Important Core Investment Company (CIC-ND-SI) (RBI
Registration Certificate dated 2nd February 2017). Its primary objective is to provide
loans to its subsidiaries i.e. h. Fincare Small Finance Bank Limited and other group
companies. Their primary business is through its subsidiaries, which are essentially
small finance banks providing loans to underserved and underdeveloped areas of the
country. Now let's talk about Fincare Small Finance Bank. 

 (i) Fincare Small Finance Bank is a digital-first SFB focusing on unbanked or
underbanked customers, especially in rural and semi-urban areas. According to
CRISIL, Fincare Small Finance Bank recorded the highest loan growth rate between
FY18 and FY20 among its SFB peers in India. 

(ii) It pursues a business model focused on financial inclusion, aiming to provide
individuals and businesses with affordable financial products and services that meet
their needs. The business objective is to leverage technology and last-mile
distribution to improve access to savings, credit and other financial products for the
unbanked and underbanked  MSMEs and unorganized enterprises, particularly in
rural areas. 

(iii) During FY20, the Company achieved the highest adjusted ROA and ROE (adjusted
for COVID-19 provisions) among SFBs, making it one of the most profitable SFBs in
India for the nine months ended 31 December  2020 and for FY20, based on ROA and
ROA (Source: CRISIL Report). The Gross Loan Portfolio ("GLP") grew from 2,154 Cr to
5,547 Cr between 31st March 2018 and 31st December 2020, registering a Compound
Annual Growth Rate (CAGR) of 41.05%.

(iv) The growth was primarily driven  by an increase in borrowers from 1.02 million as
of March 31, 2018 to 2.19 million as of December 31, 2020, representing a compound
annual growth rate of 31.82%. The return on equity for fiscal 2020 was 18.41%  and
for the nine months ended December 31, 2020, 14.27% (annualized). As of December
31, 2020, the company had a total of 2.7 million customers (comprising borrowers
and depositors). The company has a business model focused on financial inclusion,
aiming to provide individuals and businesses with affordable financial products and
services that meet their needs. 
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(v) The business objective is to use technology and last-mile distribution to improve
access to savings, credit, and other financial products for the unbanked and
underbanked, small and medium-sized enterprises, particularly in rural areas,  and
informal businesses. As of December 31, 2020, 92% of our customers reside in rural
areas and 40% have not yet taken a loan. We believe that our business model is
profitable, sustainable, and socially beneficial. 

(iv) We have a deep understanding of unbanked or underbanked customers, especially in
rural areas, and have over 14 years of experience in providing microcredit. The Bank has
been operating as an NBFC-ND under the name of "Disha Microfin Limited" since 2010 and
was registered as an NBFC-MFI in 2013. After receiving in-principle approval from the RBI in
2016, the Bank acquired the microfinance business of FFSPL (which commenced
microfinance operations in 2007) and subsequently renamed itself Fincare Small Finance
Bank.

NPA Status During FY20, the GNPA ratio (i.e., the ratio of the Company's gross NPAs to
advances) stood at 0.92% and the NNPA ratio at 0.41%. Further, the Company has a strong
capital position, a healthy balance sheet, and a prudent reserving policy with a Reserve
Coverage Ratio ("PCR") of 74.82%, a Tier 1 Capital Ratio of 25.22%, and Tier 1 Capital Ratio
of 4.68%, which meet and achieve the minimum regulatory norms prescribed by the RBI
for all the three ratios. 

Loan Book Profile The total loan portfolio primarily comprises micro-loans, which
constitute 79.50% of the total loan portfolio as of December 31, 2020. The portfolio is
tilted toward microcredit, the sector which has been most affected by COVID-19. One
should check with RHP what the NPA levels are in this small loan book as of 31 March 2021.
Listed stocks like Ujjivan Small Finance and Suryoday Small Finance Bank are struggling
due to high NPAs in their microloan books. 

Microcredit clients are typically women from low-income families in rural India, with
income sources, savings, and credit history backed by tax returns and past credit exposure
statements, and are usually unsecured. Many micro borrowers are new to lending, with
around 40% of their clients being first-time borrowers as of 31 December 2020. This
means that NPAs are highly likely in cases like COVID-19, as borrowers have limited credit
history.
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Fundamentals

Financials (Figures in cr)
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