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Rating Rationale

The rating factors in the strong parentage of Sundaram BNP Paribas Home Finance Ltd (SHFL) in
the form of Sundaram Finance Limited and BNP Paribas Personal Finance [100% subsidiary of BNP
Paribas (SA) France], comfortable capital adequacy level and steady profitability indicators. The
rating also takes note of the moderation in asset quality of SHFL during FY13 (refers to the period
April 01 to March 31) and 9MFY14, in trend with industry.

The rating is, however, constrained by the company’s relatively moderate size despite the sharp
growth in the portfolio witnessed in the recent years and geographical concentration of its portfolio
within Southern India.

Going forward, the ability of SHFL to expand its operations while protecting its spreads,
maintain/improve the credit quality of its portfolio, maintain adequate capitalisation levels and
manage its liquidity profile effectively will be the key rating sensitivities.

Background

SHFL was incorporated as Sundaram Home Finance Limited by Sundaram Finance Ltd (SFL), with
equity participation from International Finance Corporation (IFC), Washington, and FMO
Netherlands in 1999. During FY(07, SFL acquired the stake of IFC and FMO, and consequently
owned 100% stake in the company. In FY08, SFL and BNP Paribas Personal Finance [erstwhile
Union de Crédit pour le Batiment (UCB)] a wholly-owned subsidiary of BNP Paribas (SA) France,
entered into an agreement, as a result of which, BNP Paribas Personal Finance acquired 49.9% stake
in SHFL. Subsequently, the company was renamed Sundaram BNP Paribas Home Finance Limited,
effective from November 2007.

Based in Chennai, SHFL is focused on providing both housing as well as non-housing loans in the
southern states of Tamil Nadu, Andhra Pradesh, Kerala and Karnataka. The company has also
recently created a region ‘Beyond South’ (renamed as ‘Rest of India’) to cater to the cities such as
Kolkata, Bhopal, Nasik, Kolhapur and Bhubaneswar. The ‘Rest of India’ region accounted for
approximately 1% of the loan portfolio as on March 31, 2013. The company’s operations are
conducted through a network of 100 branches (as on March 31, 2013) across these states.

For FY13, SHFL reported a PAT of Rs.127 crore on a total income of Rs.697 crore. As on March 31,
2013, the total CAR stood at 15.42% with Gross NPA ratio of 0.77% and Net NPA ratio of 0.23%. For
9MFY14, SHFL reported a PAT of Rs.113 crore over total income of Rs.649 crore.

'Complete definition of the ratings assigned are available at www.careratings.com and other CARE
publications
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CARE has classified instruments rated by it on the basis of complexity. This classification is available at
www.careratings.com. Investors/market intermediaries/requlators 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.
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