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Business Segments 

• Credit (retail, corporate and distressed asset resolution) 

• Franchise (wealth management, asset management and capital markets) and  

• Insurance 
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Conferred the prestigious Golden Peacock Award for Risk Management in 2016 

 



 

 

 



 

 



 

 

The greatest shortcoming of the human race is our inability to understand the exponential 

function. – Albert Allen Bartlett 

Edelweiss is on an exponential growth path. 

  



On insurance 

While the gestation period in such businesses is long, the asymmetric pay-off that we earn once 

these businesses mature provides a sufficiently high return to justify the initial negative returns. We 

have seen this in multiple businesses over the years, with our asset management business turning 

profitable in the current year and the wealth management business a few years back. The defining 

feature of the current phase would be a disproportionate and exponential growth in scale, as the 

platform matures for each of these businesses.  

this has been our usual approach for all new businesses, where we experiment for some time with 

various approaches and build up the platform in parallel. Once the strategy is refined enough and we 

are confident of our business model, we use the mature platform to target faster than market 

growth. 

On-balance sheet assets provide us with stability, predictable linear growth and a sizable asset base. 

At the same time, off-balance sheet assets provide us with intellectual capital and drive the 

expansion in our profitability ratios. The scale up in these off-balance sheet assets has driven the 

growth in our franchise businesses, which have grown substantially in FY17. 

While our off-balance sheet assets continued to grow, in parallel we focused on strengthening our 

balance sheet. This was achieved by a mixture of equity investment by Caisse de dépôt et placement 

du Québec (CDPQ) in Edelweiss Asset Reconstruction Company as well as improvement on the debt 

side, through a larger share of longterm debt, while reducing debt funding costs at the same time. 

 

 



 

 

 

  



Underwriting & Collateralisation  

the key in a corporate credit business is to keep the credit cost to a minimum. Having seen a few 

credit cycles in the wholesale credit industry, we have continuously evolved our underwriting 

mechanisms to ensure a robust credit-appraisal and monitoring system. In addition to our superior 

underwriting standards, our corporate credit book is well collateralised with a cover exceeding 2x 

 

On ARC Business 

 

LP-GP model  

The beautiful part about an Asset Reconstruction Company (ARC) is that you have two different 

revenue streams – it is like the ARC is both a Limited Partner (LP) and General Partner (GP) rolled 

into one. For instance, in a 15:85 model, if you acquire an asset for `100 million, you put `15 million 

of your own money and issue Security Receipts (SRs) for the balance `85 million to the bank. 

Effectively, the ARC and the Bank are 15-85 LP partners in the asset. 

But the ARC is also the GP in the asset since it manages the asset. On this GP part, the ARC 

receives the fee, economic interest and the carry incentive. The economics for the pure LP is 

around 8-10% while you make a further 10- 12% on the GP part, accruing overall returns of around 

20% on the capital deployed. 

Edelweiss expertise  

The distressed credit business focuses on buying operating assets which are financially broken. With 

our expertise in financial turnaround and the ability to provide capital through bridge loans, priority 

funding, etc., we aim to provide working capital to these companies and get them back on track. At 

the same time, we have focused on building our turnaround and resolution expertise, creating an 

expert advisory board of leaders from across sectors like steel, power and infrastructure to help us 

implement best practices in our portfolio companies. 

 

On Private Debt 

Private Debt taking off in India  

• The current allocation of global investors to India is less than 1%  

• This is expected to increase significantly driven by a conducive macroeconomic environment  

• At the same time, the requirement for nonbank, non-capital market credit is rising as bank credit 

dries up and corporate bond market continues to be underpenetrated 

 • Foreign funds are entering the private debt market in India in recent times  

• We are amongst the pioneers in private debt in India – which will help us become a significant 

intermediary and benefit from substantial investment flows over the next decade 

 

 



Loss Given default v/s Gross NPA 

There has been a lot of talk recently about the NPA situation and the high Gross NPA (GNPA) for 

banks in India. The hype around these numbers has spooked many investors with predictions of an 

extended overhang of the situation. This got us thinking on the appropriateness of GNPA as an 

indicator of asset quality. A high GNPA ratio is an indicator of the deficiencies in the loan approval 

and underwriting process of the financial institution. However, GNPA is not really the true 

assessment of the health of a bank and the strength of its balance sheet going forward. To truly 

estimate the potential financial hit the bank will take, Loss Given Default (LGD) is a more 

comprehensive and appropriate measure. LGD is the share of a loan that is lost when a borrower 

defaults. This will, of course, vary depending on the kind of loan and the extent of collateralisation. 

For example, average LGD for a home loan is much lower compared to the average LGD for a 

corporate loan. A provisioning policy based on LGD will alleviate investor concerns to a large extent. 

To be clear, an LGD-based provisioning policy will not make stressed assets go away. That is an 

occupational hazard for any lender and must be guarded against with stronger underwriting, 

detailed credit appraisal and adequate collateralisation. However, what such a policy will do is 

remove the uncertainty around the actual stressed assets situation and allow investors to analyse 

the future with a higher degree of comfort and confidence. 

Looking to fy18  

In FY18, while the global economic environment will continue to be challenging, India will be a bright 

spot with strong, sustained GDP growth. The reforms undertaken over the course of last year will 

have a far-reaching and long-lasting impact. Initiatives like demonetisation and the proposed rollout 

of GST are likely to transform the Indian economic landscape. While we may witness short-term 

volatility, the long-term trend continues to be upward – as I often say, "India is a great movie to 

watch but might not be a good picture to see". Within Edelweiss, we are well-geared to take 

advantage of the opportunity. Our retail businesses are starting to gain traction and our franchise 

businesses have also built significant size and scale. The creation of a strong turnaround unit in the 

distressed credit business will add to our market leadership and differentiate us further. Both our 

wealth management and asset management businesses are expected to continue their strong 

performance next year. At the same time, our life insurance business will continue to grow faster 

than the industry and ontrack for long-term value creation. With the strong performance in FY17 

and the internal targets we have set for FY18, we are well on our way to achieving the FY20 

targets we have set for ourselves, focusing on a Consolidated RoE of 18% and an Ex-Insurance RoE 

of 22%. This will be driven by an annual PAT growth of 25-35% over the next three years and a 

reduction in ExInsurance Cost to Income Ratio to below 50%, along with a scale up in retail credit, 

which we are targeting to constitute at least 50% of our overall credit book by 2020. 

 

India Macros 

 

• India’s long-term story continues to be extremely bullish, driven by the effect of compounding 

• We are at the cross-roads of a substantial compounding effect with all three factors (Size of 

Economy, Rate of Growth and Time for which this Rate will continue) in India’s favour 

• We envisage a $5 trillion economy by 2025 and a potentially $20 trillion economy by 2040, by 

which time we will be behind only USA and China!  



 

 

Few key trends will drive this growth in financial services – 

i. Privatisation of credit 

ii. Democratisation of credit  

iii. Shift towards financial assets 

iv. Increasing affluence  

v. Rising insurance penetration  

vi. Increasing capital markets participation 

We expect to see –  

• Credit (as % of GDP) increase from 70% to 100-120%  

• Mutual Fund AUM (as % of GDP) increase from 8% to 20-25%  

• Insurance Premium (as % of GDP) increase from 3% to 5-7% 

 



 

 

 



 

 



 

 



 

  



 



 



 



 



 



 

 



 

 

 

 



 

 

 



 

 



 


