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Name of the

S N . .
Facilities/Instruments Regulator! Amount (X crore) Rating Rating Action
Non-convertible 10.12 Reaffirmed; Outlook revised from
debentures SEBI (Reduced from 39.00) CARE A-; Stable Negative
Non-convertible 8.77 Reaffirmed; Outlook revised from

EBI ARE A-; I !
debentures S (Reduced from 58.50) G ; Stable Negative
Non-convertible SEBI 52.00 CARE A-; Stable Reaffirmed; Outlogk revised from
debentures Negative

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

To arrive at ratings, CARE Ratings Limited (CareEdge Ratings) has analysed consolidated business and financial risk profiles of
Arman Financial Services Limited (AFSL) and its wholly owned subsidiary, Namra Finance Limited (NFL), together referred to as
the Arman Group.

Reaffirmation of long-term ratings and revision in outlook to Stable from Negative reflects sustained improvement in the group’s
asset quality and earnings since Q2FY26. The improvement has been supported by lower fresh delinquencies, better collection
efficiency, and recoveries from stressed accounts, and structural changes undertaken by the group, including the separation of
credit and recovery functions, deployment of Branch Credit Managers, formation of dedicated recovery teams and tighter
borrower-level underwriting. Reaffirmation of ratings reflects comfortable capitalisation and profitability, and long track record of
the group in microfinance and associated sectors.

The group’s consolidated gross non-performing assets (GNPA) and net NPA (NNPA) ratios improved to 2.7% and 0.8%,
respectively, as on June 30, 2026 (3.5% and 1.0% as on March 31, 2026) from 3.4% and 0.6%, respectively, as on March 31,
2025, supported by lower fresh delinquencies, improved collections, recoveries, and write-offs. Consolidated PAR 30 (portfolio at
risk, 30 days past due) declined from 7.3% in March 2025 to 5.0% in March 2026, and further to 4.4% in June 2026. Credit costs
also moderated significantly to ~2.7% in Q1FY27, from ~6.0% in FY26, and 11.0% in FY25. Around 94% of the eligible
microfinance portfolio was covered under the Credit Guarantee Fund for Micro Units (CGFMU) scheme as on June 30, 2026,
providing additional protection against borrower defaults.

The improvement in asset quality translated into a material recovery in earnings. The group reported profit after taxation (PAT)
of X57 crore in FY26, compared to X52 crore in FY25, although profitability remained significantly below the FY24 level of X174
crore. Return on total assets (ROTA) remained moderate at ~2.2% in FY25 and 2.3% in FY26, compared to 7.5% in FY24.
However, PAT improved to %45 crore in Q1FY27, against a loss of X15 crore in Q1FY26, with annualised ROTA increasing to 6.2%,
primarily due to the moderation in credit costs. CareEdge Ratings expects Arman Group to report higher profitability in FY27 than
FY26 levels.

The group also recorded healthy business growth, with consolidated assets under management (AUM) increasing by 35.7% to
%2,925 crore as on June 30, 2026. Capitalisation remained comfortable, reflected in a capital adequacy ratio (CAR) of 36.9%,
moderate overall gearing of 2.1x and tangible net worth (TNW) of X957 crore as on the same date.

These strengths are partially offset by the group’s relatively high borrowing costs, with the incremental cost of borrowing
remaining elevated at ~11.7% in Q1FY27. Ratings also remain constrained by the concentration of the loan book in microfinance
and micro, small, and medium enterprise (MSME) loans, which together accounted for ~94% of consolidated AUM as on June 30,
2026. The predominantly unsecured nature of these segments exposes the group to borrower vulnerability, external disruptions,
socio-political intervention, and regulatory uncertainty. The sustainability of the improvement in asset quality and profitability,
while maintaining prudent capitalisation as the group scales up, will remain a key rating monitorable.

ISEBI: Securities and Exchange Board of India; RBI: Reserve Bank of India; MCA: Ministry of Corporate Affairs; IRDAIL: Insurance Regulatory and Development
Authority of India; PFRDA: Pension Fund Regulatory and Development Authority.
2Complete definitions of ratings assigned are available at www.careratings.com and in other CARE Ratings Limited’s publications.

1 CARE Ratings Ltd.



Press Release care

RATINGS

CareEdge Ratings has withdrawn the rating assigned to non-convertible debentures (NCDs; ISIN No. INE109C07048 and
INE109C07071) of AFSL with immediate effect in line with CareEdge Ratings withdrawal policy, as the company has redeemed
the instrument and there is no amount outstanding under the issue.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors: Factors that could individually or collectively lead to positive rating action:
e Sizeable scale-up of operations and net worth base, with improved geographical diversification and continued
comfortable capitalisation.
e Improving profitability profile with ROTA of over 4% on a sustained basis.

Negative factors: Factors that could individually or collectively lead to negative rating action:
e Significant weakening in asset quality leading to deterioration in profitability profile with ROTA remaining below 2% on
a sustained basis.
o Deteriorating capital structure, with overall gearing exceeding 5x.

Analytical approach: Consolidation.

CareEdge Ratings has analysed the consolidated business and financial risk profiles of AFSL and its wholly owned subsidiary, NFL,
considering the strong managerial, operational and financial linkages between the two entities. Details of consolidated entities is
given under Annexure 5.

Outlook: Stable
Stable outlook on long-term rating of AFSL reflects CareEdge Ratings’ expectation that the group will scale up its operations in
the near-term, with gradual improvement in its profitability while maintaining adequate capitalisation levels.

Detailed description of key rating drivers

Key strengths

Comfortable capitalisation and moderate leverage

The group’s capitalisation remains comfortable, supported by its sizeable net worth and internal accruals. Consolidated TNW stood
at X957 crore as on June 30, 2026, while the CAR remained healthy at 36.9%, providing adequate headroom over the regulatory
requirement.

Borrowings increased from 1,232 crore as on March 31, 2025, to 1,776 crore as on March 31, 2026, and further to ¥1,964 crore
as on June 30, 2026, in line with the expansion in the on-book portfolio. Consequently, overall gearing increased from 1.5x to
2.0x and 2.1x, respectively. Leverage remains moderate and provides sufficient headroom to support calibrated growth.
Consolidated AUM increased by 35.7% year-on-year (y-o0-y) to 32,925 crore as on June 30, 2026, while capitalisation remained
comfortable.

Recovery in profitability, although operating expenses remain elevated

The group’s profitability was affected in FY25 and H1FY26 by industry-wide stress in the microfinance segment. PAT declined
from X174 crore in FY24 to %52 crore in FY25, before improving to ¥57 crore in FY26, owing to elevated credit costs of X264 crore
in FY25 and %148 crore in FY26, compared to 65 crore in FY24. However, the benefit of lower credit costs in FY26 was partly
offset by an increase in operating expenses to X215 crore from X157 crore in FY25, primarily due to investments in an independent
credit team and the cost of CGFMU coverage. Consequently, ROTA remained moderate at ~2.2% in FY25 and 2.3% in FY26,
compared to 7.5% in FY24.

Profitability improved materially in Q1FY27, with PAT increasing to %45 crore from a loss of X15 crore in Q1FY26, supported by a
36% increase in net interest income to 119 crore and a reduction in provisions to 20 crore from %67 crore. With credit costs
moderating to ~2.7%, annualised ROTA improved to ~6.2%.

CareEdge Ratings expects profitability to remain on an improving trajectory in FY27, although the group’s ability to sustain lower
credit costs and achieve operating leverage will remain important.
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Key weaknesses
Asset quality remains a key monitorable, despite the improvement

The group’s asset quality has improved since Q2FY26, supported by lower fresh delinquencies, better collection efficiency,
recoveries from stressed accounts and continued write-offs. Consolidated GNPA and NNPA ratios improved to 2.7% and 0.8%,
respectively, as on June 30, 2026, from 3.5% and 1.0% as on March 31, 2026. Corresponding ratios stood at 3.4% and 0.6%,
respectively, as on March 31, 2025.

The improvement followed several structural measures, including the separation of credit and recovery functions, deployment of
Branch Credit Managers, formation of dedicated recovery teams and tighter borrower-level underwriting. Consequently,
consolidated PAR 30 (portfolio at risk, 30 days past due) declined from 7.3% in March 2025 to 5.0% in March 2026, and further
to 4.4% in June 2026. X-bucket collection efficiency also improved to ~99.4% for the microfinance portfolio and 99.6% for the
MSME portfolio in the last six months. Around 94% of the eligible microfinance portfolio was covered under the CGFMU scheme
as on June 30, 2026, providing additional protection against eligible borrower defaults.

The sustainability of the improvement, particularly in the residual stressed joint liability group (JLG) portfolio, MSME portfolio, and
the rapidly growing, relatively less-seasoned individual business loan (IBL) portfolio, remains a key rating monitorable.

Relatively high cost of borrowings

The group raises funds independently through AFSL and NFL from banks, financial institutions, and capital markets. Its funding
sources include term loans, NCDs, overdraft facilities, and direct assignment transactions. While the group has demonstrated
adequate access to funding, its borrowing costs remain relatively high compared to peers.

The incremental cost of borrowing stood at ~11.7% in Q1FY27, reflecting the group’s dependence on capital-market instruments
and institutional funding. Ability to diversify funding sources, increase the share of lower-cost bank borrowings, and sustainably
reduce borrowing costs will be critical for supporting profitability and funding future growth.

Concentration in unsecured lending and regulatory and event-based risks

Microfinance and MSME loans together accounted for ~94% of consolidated AUM as on June 30, 2026. These portfolios are
predominantly unsecured, exposing the group to borrower cash-flow volatility, over-indebtedness, and changes in repayment
behaviour, with limited recovery recourse during the default.

The group is also exposed to regulatory changes governing borrower indebtedness, pricing, qualifying assets, and collection
practices in the microfinance sector. Its operations remain susceptible to socio-political intervention, local disruptions, natural
calamities, economic shocks, and expectations of loan waivers, which may weaken repayment discipline and affect asset quality
and profitability.

While CGFMU coverage provides protection against eligible defaults, it does not eliminate underwriting, collection and claim-
realisation risks. The group’s ability to maintain disciplined customer selection, prudent growth, and collection performance across
geographies and credit cycles will remain a key rating monitorable.

Liquidity: Adequate

The group’s liquidity position remains adequate. As on June 30, 2026, consolidated unencumbered cash and liquid investments
stood at X269 crore (comprising 193 crore at AFSL and X76 crore at NFL), unavailed sanctioned lines of X300 crore, provides
adequate cover against scheduled principal and interest repayments of X331 crore during July-September 2026. The structural
liquidity statements of AFSL and NFL reflected positive cumulative mismatches across all maturity buckets up to one year. The
group also had funding proposals of ~%520 crore in the pipeline, of which X130 crore was already sanctioned and undrawn,
providing additional financial flexibility.

On a standalone basis, AFSL had free cash and liquid investments of 193 crore and unavailed sanctioned lines of 20 crore,
providing adequate coverage against its scheduled principal repayments of X85 crore during July-September 2026.

Environment, social, and governance (ESG) risks
Not applicable
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Applicable criteria
Definition of Default

Consolidation

Rating Outlook and Rating Watch
Financial Ratios - Financial Sector
Non Banking Financial Companies
Withdrawal Policy

About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry \ Basic industry
Financial services Financial services Finance Non-banking financial
company (NBFC)

Arman Financial Services Limited (AFSL)

Incorporated in 1992, AFSL is a Reserve Bank of India (RBI) registered, non-deposit-taking non-banking financial company (NBFC)
listed on the Bombay Stock Exchange (BSE) and National Stock Exchange (NSE). The company commenced operations in bill
discounting and machinery leasing before diversifying into two-wheeler financing in 1998. Over the years, AFSL has expanded its
product portfolio to include MSME financing, loans against property and, more recently, solar financing for residential customers
and small businesses in semi-urban and rural areas. Founded by late Jayendra Patel, AFSL is currently led by Aalok Jayendra
Patel, Chairman and Managing Director, supported by an experienced senior management team.

AFSL undertakes its microfinance business through its wholly owned subsidiary, NFL.

AFSL Consolidated

Brief Financials (X crore) 31-03-2025 ‘ 31-03-2026 Q1FY27 (UA)
Total income 730 646 202
Profit after tax (PAT) 52 57 45
Assets under management (AUM) 2,245 2,728 2,925
On-book gearing (x) 1.5 2.0 2.1
AUM / tangible net-worth (TNW) (x) 2.7 3.0 3.1
Gross non-performing assets (NPA) / gross stage 3 (%) 3.4 3.5 2.7
Return on managed assets (ROMA) (%) 1.8 1.9 5.5
Capital adequacy ratio (CAR) (%) 44.3 36.1 36.9

A: Audited; UA: Unaudited; Note: These are latest financial results available.

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years: Annexure-2

Detailed explanation of covenants of rated instrument / facility: Annexure-3
For complexity level of instruments rated refer to Annexure-1.

Lender details: Annexure-4
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Disclosure on facilities/instruments and name of regulators:
A list of facilities / instruments falling under the purview of financial sector regulators (FSRs) along with the names of respective
FSRs has been duly disclosed by CareEdge Ratings on its website. A link to the same has been provided below for ready reference:

https://www.careratings.com/activities and regulators

Note: For facilities or instruments falling under the purview of FSRs other than Securities and Exchange Board of India (SEBI),

the grievance / dispute redressal mechanisms and investor protection mechanisms provided by SEBI shall not be available.

Annexure-1: Details of instruments/

Name of Name of . LELEC Maturity Size of the Ra_tlng
Complexity Issuance Coupon Assigned

the the Date (DD- Issue .

(DD-MM- Rate (%) and Rating

Instrument Regulator (X crore)

] Outlook

Debentures-

Non . CARE A-;

Convertible SEBI Simple Proposed - - - 28.89 Stable

Debentures

Debentures-

Non . SEBI Simple INE109C07113 |01-Jul-2025 | 11.10%  |01-Jul-2030 42.00 CARE A-;

Convertible Stable

Debentures

Debentures-

Non = o Simple INE109C07071 [11-Apr-2023 | 12.20%  [11-Apr-2028 | 0.00 | Withdrawn

Convertible

Debentures

Debentures-

Non = loegy Simple INE109C07048 [14-Jun-2022 | 11.30%  [14-Jun-2027 | 0.00 | Withdrawn

Convertible

Debentures

Annexure-2: Rating history for last three years

Current Ratings

Rating History

Name of the Date(s) Date(s) Date(s) Date(s)
Instrument/Bank Amount and_ and_ and_ and
Facilities Type Outstanding | Rating Rat.' ng(s) Rat.l ng(s) Rat.l ng(s) Rating(s)
(X crore) ?SSIgnEd ?SSIgned ?ssmned assigned in
in 2026- | in 2025- in 2024- 2023-2024
2027 2026 2025
1)Withdrawn
(06-Mar-24)
Debentures-Non
1 Convertible LT - - - - - 2)CARE
Debentures BBB+;
Stable
(05-Apr-23)
1)CARE A-; 1)CARE A-;
Negative Stable
Debentures-Non (31-Dec-25) L)CARE A- (06-Mar-24)
. CARE A- ; Stable
2 Convertible LT 10.12 . Stable | (07-Jan-
Debentures ! 2)CARE A-; 25) 2)CARE
Negative BBB+;
(16-Jun-25) Stable
5| CARE Ratings Ltd.
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Current Ratings Rating History
DELC DE DEIC
Name of the ) ) ) Date(s)
Instrument/Bank Amount and and and and
ru . . .
Facilities Type Outstanding | Rating Rat.' ng(s) Rat_| ng(s) Rat_| ng(s) Rating(s)
(X crore) assigned | assigned assigned assianed in
in 2026- in2025-  in2024- oo
2027 2026 2025
(05-Apr-23)
1)CARE A-; L)CARE A-;
Negative Stable
Debentures-Non (31-Dec-25) L)CARE A- | (06-Mar-24)
. CARE A- ; Stable
3 Convertible LT 8.77 -
; Stable (07-Jan- 2)CARE
Debentures 2)CARE A-;
. 25) BBB+;
Negative Stable
(16-Jun-25) (05-Apr-23)
1)CARE A-;
Negative
Debentures-Non (31-Dec-25)
4 Convertible LT 52.00 ngbé - - -
Debentures ! 2)CARE A-;
Negative
(16-Jun-25)

LT: Long term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities
Not applicable

Annexure-4: Lender details
| To view lender-wise details of bank facilities please click here |

Annexure-5: List of entities consolidated

Rationale for
consolidation

1 NFL Full Wholly owned subsidiary

Name of the entity Extent of consolidation

Note on complexity levels of rated instruments: CareEdge Ratings has classified instruments rated by it based on
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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Senior Director Phone: 022-6754-3405
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Assistant Director

CARE Ratings Limited

E-mail: ravi.nayak@careedge.in

About us:

Established in 1993, CareEdge Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the Reserve Bank of India.
With an equitable position in the Indian capital market, CareEdge Ratings provides a wide array of credit rating services that help
corporates raise capital and enable investors to make informed decisions. With an established track record of rating companies
over almost three decades, CareEdge Ratings follows a robust and transparent rating process that leverages its domain and
analytical expertise, backed by the methodologies congruent with the international best practices. CareEdge Ratings has played
a pivotal role in developing bank debt and capital market instruments, including commercial papers, corporate bonds and
debentures, and structured credit. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). Ratings are opinions on the likelihood of timely
payment of the obligations under the rated instrument and are not recommendations to sanction, renew, disburse, or recall the concerned bank facilities or to buy,
sell, or hold any security. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors
or omissions and the results obtained from the use of such information. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CareEdge Ratings and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge Ratings do not factor in any rating-related trigger
clauses as per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are
introduced and triggered, the ratings may see volatility and sharp downgrades. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2026, CARE Ratings Limited. All Rights Reserved.

This content is being published for the purpose of dissemination of information required as per applicable law and regulations and CARE Ratings Limited holds exclusive
copyright over the same. Any reproduction, retransmission, modification, derivative works or use or reference to the contents, in whole, in part or in any form, is
prohibited except with prior express written consent from CARE Ratings Limited.

For detailed Rating Report and subscription information,
please visit www.careratings.com
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