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CARE REAFFIRMS THE RATINGS ASSIGNED TO VARIOUS DEBT INSTRUMENTS OF

ADITYA BIRLA FINANCE LTD.
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Rating Rationale

The rating factors in the strong parentage and strategic importance of ABFL for the Aditya Birla group, regular capital
infusions leading to comfortable capital adequacy, diversified portfolio mix, comfortable profitability, stable asset quality
and good risk management systems. Liquidity profile is supported by the ability to raise funds by virtue of being part of
the Aditya Birla group. The rating is constrained by ABFL’s limited track record in new business segments with low
seasoning of the portfolio and customers’ concentration risk. Parentage of Aditya Birla group, asset quality, profitability

and capital adequacy are the key rating sensitivities.

Background

Aditya Birla Finance Ltd. (ABFL) was incorporated in 1991 and is registered with RBI as systemically important non deposit
taking NBFC. Aditya Birla Financial Services Limited (ABFSL) is the immediate parent of ABFL while Aditya Birla Nuvo
Limited (ABNL) is the ultimate parent of ABFL. ABFSL is the holding company of group’s financial services businesses such
as life insurance, asset management, loans and advances, private equity, broking, housing finance company, wealth
management and distribution, online money management and general insurance advisory services.

Going forward, ABNL will be merged with Grasim Industries Limited. The merger will be followed by the de-merger of
ABFSL via its listing on stock exchanges. Subsequently, Grasim Industries Limited will own ~57.20% of ABFSL, ~16.60% will
be with its promoters and the rest ~26.20% would be with public. ABFSL will continue to remain immediate parent of
ABFL. ABFL operates under four principal business segments viz. Capital Market Group (CMG), Corporate Finance Group
(CFG), Project Finance and Mortgage. The products offered by ABFL within these segments are promoter and broker
funding, loan against shares to HNIs (CMG), term loans (CFG & project finance), supply chain finance (CFG), working
capital demand loan (CFG) and loan against property, lease rental discounting and construction finance (Mortgage). ABFL
also invests in non-convertible debentures of corporates which form part of the portfolio as credit substitutes. The loan
portfolio (including credit substitutes) stood at Rs.26,267 crore as on June 30, 2016. Mr. Rakesh Singh is the CEO of the
company who is assisted by business heads for various segments.

During FY16, the company reported a PAT of Rs.409 crore (FY15: Rs.271 crore) on a total income of Rs.2,487 crore (FY14:
Rs.1,780 crore). As on March 31, 2016, on a 150+dpd, Gross and Net NPA ratio stood at 0.63% (FY15 on 180+ dpd: 0.90%)
and 0.22% (FY15 on 180+ dpd: 0.32%), respectively. During Q1FY17, ABFL earned a PAT of Rs.128 crore (Q1FY16: Rs.94

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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crore) on a total income of Rs.785 crore (Q1FY16: Rs.557 crore). Asset quality is stable with Gross NPA and Net NPA
(based on 120+dpd) at 0.69% and 0.29%, respectively at the end of June 2016. As on June 30, 2016, total CAR and Tier |
CAR stood at 16.31% and 13.82%, respectively.
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**For detailedRationale Report and subscription information, please contact us at www.careratings.com

CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.

Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from sources believed
by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor
and the financial strength of the firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans
brought in by the partners/proprietor in addition to the financial performance and other relevant factors.
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