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Ratings
A
Instruments (R::rir::) Ratings1 Rating Action
ARE AAA; | .
Non-convertible debentures 1,545 [Tripcle A; Outlozlt(a:“;teable] Reaffirmed
CARE AAA; Stable

inat t 4 ! Reaffi
Subordinated deb 3,455 [Triple A; Outlook: Stable] eaffirmed
Total . 5,000

(Rs. Five Thousand Crore Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The ratings continue to factor in the strong parentage and strategic importance of Bajaj Finance Limited (BFL) for the
Bajaj group, experienced management team, good profitability parameters, comfortable asset quality, comfortable
liquidity profile, diversified resource profile, comfortable capitalization levels with capital infusion in FY18 (refers to the
period of April 01 to March 31) and good risk management systems. The ratings also take into account the exposure of
BFL to relatively riskier segments like personal loans, unsecured business loans, two & three wheeler financing and
consumer durable financing. Continued parentage and strategic importance to the group, overall gearing and
capitalization levels, asset quality and profitability are the key rating sensitivities.

Detailed description of the key rating drivers

Strong parentage & strategic importance to parent group: BFL is a subsidiary of Bajaj Finserv Limited (Bajaj Finserv)
which holds a 54.99% stake (as on June 30, 2018) in BFL. The ultimate holding company is Bajaj Holdings & investments
Limited (BHIL) which holds 39.16% stake in BFL and 31.54% stake in Bajaj Auto Limited (BAL) as on June 30, 2018. BFL is a
strategically important entity for the Bajaj group being the group’s only lending entity having a stable profitable track
record. Further, during FY18, BFL entered into housing finance company through a 100% subsidiary, 'Bajaj Housing
Finance Limited (BHFL)' registered with National Housing Bank (NHB). The company will focus on housing finance and
mortgage business.

Experienced management team: The Board of Directors of BFL is headed by Mr. Rahul Bajaj (Chairman) and Mr. Sanjiv
Bajaj (Vice-Chairman). The operations of the company are headed by Mr. Rajeev Jain, Managing Director who has been
associated with the company since a decade. The various business segments of the company are headed by personnel
with relevant experience in their respective fields.

Good profitability: During FY14 to FY18, on a standalone basis, the AUM has grown at a healthy CAGR of around 35% to
Rs. 81,330 crore. BFL has exhibited strong profitability with return on total assets (ROTA) of consistently above 3% driven
by a robust net interest margin (NIM) of around 9%. The company has also maintained good asset quality with
provisioning cost as a proportion of assets in the range of 1.3-1.5%. BFL earned a profit after tax (PAT) of Rs.2,647 crore
(P.Y.: Rs.1,837 crore) on a total income of Rs.13,329 crore (P.Y.: Rs.9,989 crore) in FY18. Further, with adoption of Ind AS
from Q1FY19 (refers to period from April 01 to June 30), BFL reported a PAT of Rs.834 crore (unaudited) on a total income
of Rs.3,796 crore (unaudited).

Comfortable asset quality: BFL has maintained stable asset quality for the past few years with Gross and Net NPA of
1.48% (based on 90+ dpd) [P.Y.: 1.68% (based on 120+ dpd)] and 0.38% (based on 90+ dpd) [P.Y.: 0.44% (based on 120+
dpd)] as on March 31, 2018. The company has adequately provided for the non-performing assets with provision
coverage of 75% as on March 31, 2018. The Net NPA to tangible net-worth stood at 1.85% as on March 31, 2018.

Comfortable liquidity profile: BFL has a comfortable liquidity profile with positive cumulative mismatches in all the time
brackets due to well matched tenure of assets and liabilities as on March 31, 2018. The company has a policy of keeping
certain proportion of its past month’s average borrowing as liquidity buffers in the form of investment in liquid mutual
funds, government securities and certificate of deposits which provides additional comfort to the liquidity profile.

Comfortable capitalization levels: BFL has been maintaining comfortable capital adequacy despite the strong growth in
business. During FY18, the company raised equity capital of Rs.4,500 crore through qualified institutional placement (QIP)
route, leading to increase of 75% in its tangible net-worth y-o-y and stood at Rs.16,011 crore as on March 31, 2018.

1Complete definitions of the ratings assigned are available at www.careratings.com and other CARE publications.
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Correspondingly, the overall capital adequacy ratio (CAR) was at comfortable levels of 24.71% with a Tier | CAR of 19.68%
at the end of March 31, 2018 as against CAR of 20.30% with Tier | CAR of 14.56% as on March 31, 2017.

Diversified resource profile: As on March 31, 2018, BFL’s funding profile is well diversified with bank funding accounting
for 31% of total borrowings, non-convertible debentures (including subordinated debt) [49%], commercial papers [6%],
fixed deposits [9%] and other borrowings (includes inter-corporate deposits and collateralized borrowings and lending
obligations) [5%]. Further being part of the Bajaj group helps BFL in mobilizing funds at cost effective rates.

Good risk management system: BFL has a very high focus on the risk management infrastructure to manage delinquency
levels and to target the right customer for its various products. The risk and analytics department has built statistical
models to capture the various parameters of the customers and the delinquency levels in each of the product segments.

Key Rating Weaknesses

Presence in unsecured and relatively riskier segments: BFL has exposure to riskier segments like personal loans,
consumer durable financing, two & three wheeler financing and unsecured business loans which constitute around 53%
of the loan portfolio as on March 31, 2018. However, despite exposure to these segments the company has maintained
stable asset quality. Also on the provisioning front, BFL has aggressively provided for these segments.

Analytical approach: BFL has been assessed on a standalone basis; however, its linkages with the Bajaj Group have also
been factored in the assessment

Applicable Criteria:

Criteria on assigning Outlook to Credit Ratings

CARE Policy on Default Recognition

Rating Methodology: Factoring Linkages in Ratings
Rating Methodology- Non-Banking Finance Companies
Financial ratios - Financial Sector

About the Company

BFL is a systemically important deposit taking non-banking finance company of the Bajaj Group. BFL is a subsidiary of Bajaj
Finserv Limited which holds 54.99% stake (as on June 30, 2018) in the company and is the holding company of the
financial services business of the Bajaj Group. Bajaj Holdings and Investment Limited (BHIL) which is the ultimate holding
company holds 39.16% stake in Bajaj Finserv and 31.54% in Bajaj Auto Limited (BAL) as on June 30, 2018. BFL is one of the
leading NBFC in India having a diversified loan book on a consolidated basis with exposure in various segments like
consumer finance [47%], SME finance [31%], commercial finance [15%)] and rural finance [7%]. At the end of June 30,
2018, BFL on a consolidated basis had assets under management [AUM] of Rs.93,314 crore. BFL had 793 urban branches
and 693 rural locations (including franchisees) with over 69,600 active distribution network at the end of June 30, 2018.

Status of non-cooperation with previous CRA: Not applicable
Any other information: Not applicable
Rating History for last three years: Please refer Annexure-2

Note on complexity levels of the rated instrument: 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.

Analyst Contact:
Name: Aditya Acharekar

Tel No.: 022-6754 3528
Mobile: + 91-9819013971
Email: aditya.acharekar@careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading
credit rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also
recognized as an External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of
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its rightful place in the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum
of credit rating that helps the corporates to raise capital for their various requirements and assists the investors to form
an informed investment decision based on the credit risk and their own risk-return expectations. Our rating and grading
service offerings leverage our domain and analytical expertise backed by the methodologies congruent with the
international best practices.

Disclaimer

CARE’s infrastructure debt fund rating is not a recommendation to purchase, sell, or hold a security / fund. It neither
comments on the current market price, suitability for a particular investor nor on the prospective performance of the
fund with respect to appreciation, volatility of net asset value (NAV), or yield of the fund. The ratings do not address the
funds ability to meet the payment obligations to the investors. The ratings are based on current information furnished to
CARE by the issuer or obtained by CARE from sources it considers 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. CARE does not perform an audit in connection with any rating and
may, on occasion, rely on unaudited information. The ratings may be changed, suspended, or withdrawn as a result of
changes in, or unavailability of, such information, or based on other circumstances. Funds rated by CARE have paid a
rating fee.

Annexure-1: Details of Instruments/Facilities

Name of the Instrument Date of Coupon Maturity | Size of the Issue Ra?ing as§igned along
Issuance Rate Date (Rs. crore) with Rating Outlook

Debentures- Non-convertible debentures 4-Jul-16 8.65% 3-Jul-26 47.50 CARE AAA; Stable
Debentures- Non-convertible debentures 14-Jul-16 8.55% 14-Jul-21 15.00 CARE AAA; Stable
Debentures- Non-convertible debentures 28-Jul-16 8.47% 28-Jul-21 100.00 CARE AAA; Stable
Debentures- Non-convertible debentures 2-Aug-16 8.40% 2-Aug-21 25.00 CARE AAA; Stable
Debentures- Non-convertible debentures 10-Aug-16 8.36% 10-Aug-21 160.00 CARE AAA; Stable
Debentures- Non-convertible debentures 11-Aug-16 8.36% 11-Aug-21 25.00 CARE AAA; Stable
Debentures- Non-convertible debentures 8-Sep-16 8.04% 10-May-21 35.00 CARE AAA; Stable
Debentures- Non-convertible debentures 8-Sep-16 8.00% 8-Sep-20 50.00 CARE AAA; Stable
Debentures- Non-convertible debentures 8-Sep-16 7.99% 25-May-20 50.00 CARE AAA; Stable
Debentures- Non-convertible debentures 8-Sep-16 8.00% 11-Sep-19 140.00 CARE AAA; Stable
Debentures- Non-convertible debentures 16-Sep-16 7.90% 16-Sep-19 175.00 CARE AAA; Stable
Debentures- Non-convertible debentures 16-Sep-16 7.90% 16-Sep-19 205.50 CARE AAA; Stable
Debentures- Non-convertible debentures 16-Sep-16 7.90% 11-Sep-19 48.50 CARE AAA; Stable
Debentures- Non-convertible debentures 16-Sep-16 7.90% 16-Sep-19 100.00 CARE AAA; Stable
Debentures- Non-convertible debentures 23-Sep-16 8.05% 23-Sep-26 10.00 CARE AAA; Stable
Debentures- Non-convertible debentures 7-Dec-16 7.50% 7-Dec-21 30.00 CARE AAA; Stable
Debentures- Non-convertible debentures 13-Jan-17 7.70% 13-Jan-22 77.00 CARE AAA; Stable
Debentures- Non-convertible debentures 27-Mar-17 7.85% 28-Mar-22 37.00 CARE AAA; Stable
Debentures- Non-convertible debentures i i i 214.50 CARE AAA; Stable
(Proposed)

Debt-Subordinate Debt 15-Jul-16 8.85% 15-Jul-26 490.00 CARE AAA; Stable
Debt-Subordinate Debt 21-Jul-16 8.85% 21-Jul-26 480.00 CARE AAA; Stable
Debt-Subordinate Debt 16-Aug-16 8.75% 14-Aug-26 485.00 CARE AAA; Stable
Debt-Subordinate Debt 29-Sep-16 8.45% 29-Sep-26 500.00 CARE AAA; Stable
Debt-Subordinate Debt 02-Dec-16 8.05% 02-Dec-26 105.00 CARE AAA; Stable
Debt-Subordinate Debt 22-Jun-17 8.15% 22-Jun-27 600.00 CARE AAA; Stable
Debt-Subordinate Debt (Proposed) - - - 795.00 CARE AAA; Stable
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Annexure-2: Rating History of last three years
Current Ratings Rating history
Name of the Date(s) & Date(s) & Date(s) & Date(s) &
Sr. No.| Instrument/Bank Amount Rating(s) Rating(s) Rating(s) Rating(s)
i Type Outstanding Rating . . R . . . . .
Facilities (Rs. crore) assigned in assigned in assigned in assigned in
2017-2018 2016-2017 2015-2016 2014-2015
1) CARE AAA (Is);
Issuer Rating-Issuer Issuer CARE AAA| 1) CARE AAA Stable
1. Ratings rating - (Is); (Is); Stable (26-Dec-16) - -
Stable | (10-Jul-17) |2) CARE AAA (Is)
(09-Jun-16)
1) CARE AAA;| 1) CARE AAA;
Stable Stable
DebenturesNon CARE | (10-Jul-17) | (26-Dec-16)
2. Convertible Debentures LT 1,545.00 AAA; |2) CARE AAA;| 2) CARE AAA - -
Stable Stable (19-Aug-16)
(12-Jun-17) | 3) CARE AAA
(09-Jun-16)
1) CARE AAA;| 1) CARE AAA;
Stable Stable
CARE (10-Jul-17) (26-Dec-16)
3. |Debt-Subordinate Debt LT 3,455.00 AAA: |2)CARE AAA;| 2) CARE AAA - -
Stable Stable (19-Aug-16)
(12-Jun-17) | 3) CARE AAA
(09-Jun-16)
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CONTACT
Head Office Mumbai

Mr. Ankur Sachdeva
Cell: + 91 98196 98985
E-mail: ankur.sachdeva@careratings.com

Mr. Saikat Roy
Cell: + 91 98209 98779

E-mail: saikat.roy@-careratings.com

CARE Ratings Limited

(Formerly known as Credit Analysis & Research Ltd.)
Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022
Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD

Mr. Deepak Prajapati

32, Titanium, Prahaladnagar Corporate Road,
Satellite, Ahmedabad - 380 015

Cell: +91-9099028864

Tel: +91-79-4026 5656

E-mail: deepak.prajapati@careratings.com

BENGALURU

Mr. V Pradeep Kumar

Unit No. 1101-1102, 11th Floor, Prestige Meridian Il,
No. 30, M.G. Road, Bangalore - 560 001.

Cell: +91 98407 54521

Tel: +91-80-4115 0445, 4165 4529

Email: pradeep.kumar@-careratings.com

CHANDIGARH

Mr. Anand Jha

SCF No. 54-55,

First Floor, Phase 11,

Sector 65, Mohali - 160062
Chandigarh

Cell: +91 85111-53511/99251-42264
Tel: +91- 0172-490-4000/01

Email: anand.jha@careratings.com

CHENNAI

Mr. V Pradeep Kumar

Unit No. 0-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600 002.
Cell: +91 98407 54521

Tel: +91-44-2849 7812 / 0811

Email: pradeep.kumar@-careratings.com

COIMBATORE
Mr. V Pradeep Kumar
T-3, 3rd Floor, Manchester Square

Puliakulam Road, Coimbatore - 641 037.
Tel: +91-422-4332399 / 4502399
Email: pradeep.kumar@-careratings.com

HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
Hyderabad - 500 029.

Cell : +91 90520 00521

Tel: +91-40-4010 2030

E-mail: ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni

304, Pashupati Akshat Heights, Plot No. D-91,
Madho Singh Road, Near Collectorate Circle,
Bani Park, Jaipur - 302 016.

Cell: 491 — 95490 33222

Tel: +91-141-402 0213/ 14

E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal

3rd Floor, Prasad Chambers, (Shagun Mall Bldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell: +91-98319 67110

Tel: +91-33- 4018 1600

E-mail: priti.agarwal@careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
Jhandewalan Extension, New Delhi - 110 055.
Cell: +91-98117 45677

Tel: +91-11-4533 3200

E-mail: swati.agrawal@careratings.com

PUNE

Mr.Pratim Banerjee

9th Floor, Pride Kumar Senate,

Plot No. 970, Bhamburda, Senapati Bapat Road,
Shivaji Nagar, Pune - 411 015.

Cell: +91-98361 07331

Tel: +91-20- 4000 9000

E-mail: pratim.banerjee@careratings.com

51

CARE Ratings Limited


mailto:meenal.sikchi@careratings.com
mailto:ankur.sachdeva@careratings.com
mailto:rashmi.narvankar@careratings.com
mailto:saikat.roy@careratings.com
mailto:deepak.prajapati@careratings.com
mailto:pradeep.kumar@careratings.com
mailto:sajan.goyal@careratings.com
mailto:pradeep.kumar@careratings.com
mailto:pradeep.kumar@careratings.com
mailto:ramesh.bob@careratings.com
mailto:nikhil.soni@careratings.com
mailto:priti.agarwal@careratings.com
mailto:swati.agrawal@careratings.com
mailto:pratim.banerjee@careratings.com

