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CRISIL Research assigns fundamental grade 3/5 to Satin Creditcare
Network Ltd

CRISIL Research has assigned CRISIL IER fundamental grade of 3/5 (pronounced ‘three on five’) to Satin Creditcare Network
Ltd. The grade indicates that the company’s fundamentals are "good’ relative to other listed equity securities in India. Our fair
value of the stock is 620 per share. At the current market price of ¥593 per share, the valuation grade is 3/5 indicating the
market price is aligned with the current level. The grades are not a recommendation to buy, sell or hold the graded instrument,
or a comment on the graded instrument’s future market price or its suitability for a particular investor.

The assigned fundamental grade takes into account strong growth prospects of the microfinance industry, in which Satin is a
strong player. The industry’s gross loan portfolio (GLP) is expected to increase at a CAGR of 40% from %594 billion in FY16
to 1,172 billion in FY18. Growth is expected to be driven by low microfinance penetration in India, the government’s focus on
financial inclusion and improved availability of funds for the sector. Despite robust CAGR of 49% in GLP between FY12 and
FY16, the Indian microfinance industry remains underpenetrated, particularly in the northern and eastern regions.

Satin, one of the fastest growing microfinance NBFCs, is aptly positioned to benefit from growth potential owing to its strong
presence in the underpenetrated states of Uttar Pradesh (UP), Bihar, Punjab and Madhya Pradesh (MP), supported by an
extensive branch network and trained loan officers. Successful completion of its qualified institutional placement amounting to
%2.5 billion in October 2016 augurs well for its growth prospects in the medium term.

However, the grade is constrained by the company’s geographic concentration. UP, Bihar, MP and Punjab account for 85%
of Satin’s Q1FY17 GLP; UP dominates with 39%. This exposes the company to potential systemic risk(s) from specific regions
and adverse changes to income patterns of borrowers in the aforementioned regions. Despite ongoing diversification to other
states, we expect the risk of regional concentration to persist in the near term.

Financial outlook

CRISIL Research expects Satin’s GLP to increase at a two-year CAGR of 44% to %67 billion in FY18. Net interest income is
estimated to rise at a CAGR of 53% from 2.3 billion in FY16 to %5.5 billion in FY18, driven by strong GLP growth and decline
in cost of funds. Accordingly, PAT is expected to grow at a CAGR of 57% from %579 million in FY16 to 1,434 million in FY18.
Given the expected improvement in operational metrics, we expect adjusted RoA to increase from 1.7% in FY16 to 2.0% by
FY18.

Valuation

CRISIL Research has used one-year forward P/B multiple of 2.8x on FY18 adjusted book value to arrive at a fair value of 2620
per share for Satin. At the current market price of ¥593, the valuation grade is 3/5.

About the company

Delhi-based Satin is one of the largest microfinance players in India, regulated as an NBFC-MFI by the Reserve Bank of India.
The company has operations in 16 states with more than 2 million active borrowers. Apart from providing microfinance loans,
it provides MSME financing for traders, small manufacturers and service providers for the business and working capital
requirements.



About CRISIL Independent Equity Research

CRISIL IER (Independent Equity Research) is an independent, unbiased opinion on fundamentals and fair valuation of the
company. CRISIL IER encompasses a comprehensive analysis of the four pillars of sustainable value creation, namely:
Industry and business prospects, financial performance & outlook, management capabilities and corporate governance.

About CRISIL Fundamental and Valuation (CFV) Matrix

The CFV matrix addresses two important aspects in investment making decision - analysis of fundamentals (addressed
through fundamental grade) and analysis of returns (valuation grade). CRISIL's fundamental grade represents an overall
assessment of the fundamentals of the company graded in relation to other listed equity securities in India. The grade facilitates
easy comparison of fundamentals between companies, irrespective of the size or the industry they operate in. A CRISIL IER
fundamental grade of '5/5' indicates 'excellent' fundamentals and a fundamental grade of '1/5' indicates 'poor' fundamentals
relative to other listed equity securities in India. CRISIL's valuation grade represents an assessment of the fair value of the
company's stock for an equity investor over a 12-month period. The grade is assigned on a five-point scale from grade 5
(indicating strong upside from the current market price (CMP) to grade 1 (strong downside from the CMP). A CRISIL IER
grading should not be construed as a recommendation to invest in the graded security, nor a comment on suitability of a
particular investment for the reader.
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About CRISIL Limited

CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India's leading
ratings agency. We are also the foremost provider of high-end research to the world's largest banks and leading corporations.

CRISIL is majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics and
data to the capital and commodity markets worldwide.

About CRISIL Research

CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the Indian
economy, industry, capital markets and companies. We also conduct training programs to financial sector professionals on a wide
array of technical issues. We are India's most credible provider of economy and industry research. Our industry research covers 86
sectors and is known for its rich insights and perspectives. Our analysis is supported by inputs from our network of more than 5,000
primary sources, including industry experts, industry associations and trade channels. We play a key role in India's fixed income
markets. We are the largest provider of valuation of fixed income securities to the mutual fund, insurance and banking industries in
the country. We are also the sole provider of debt and hybrid indices to India's mutual fund and life insurance industries. We pioneered
independent equity research in India, and are today the country's largest independent equity research house. Our defining trait is the
ability to convert information and data into expert judgements and forecasts with complete objectivity. We leverage our deep
understanding of the macro-economy and our extensive sector coverage to provide unigue insights on micro-macro and cross-
sectoral linkages. Our talent pool comprises economists, sector experts, company analysts and information management specialists.
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CRISIL Privacy Notice

CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfil your request and service your account and to provide
you with additional information from CRISIL and other parts of S&P Global Inc. and its subsidiaries (collectively, the “Company”) you may find of interest.

For further information, or to let us know your preferences with respect to receiving marketing materials, please visit www.crisil.com/privacy. You can view the Company’s
Customer Privacy at https://www.spglobal.com/privacy

Last updated: April 2016

Analyst Disclosure
Each member of the team involved in the preparation of the grading report, hereby affirms that there exists no conflict of interest that can bias the grading recommendation
of the company.

Disclaimer:

This Company commissioned CRISIL IER report is based on data publicly available or from sources considered reliable. CRISIL Ltd. (CRISIL) does not represent that it is
accurate or complete and hence, it should not be relied upon as such. The data / report is subject to change without any prior notice. Opinions expressed herein are our
current opinions as on the date of this report. Nothing in this report constitutes investment, legal, accounting or tax advice or any solicitation, whatsoever. The subscriber /
user assume the entire risk of any use made of this data / report. CRISIL especially states that, it has no financial liability whatsoever, to the subscribers / users of this
report. This report is for the personal information only of the authorised recipient in India only. This report should not be reproduced or redistributed or communicated
directly or indirectly in any form to any other person — especially outside India or published or copied in whole or in part, for any purpose. As per CRISIL’s records, none of
the analysts involved has any ownership / directorship in the company. However CRISIL or its associates may have commercial transactions with the company.

CRISIL is not responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users / transmitters /
distributors of CRISIL IER Gradings. For information on any IER by CRISIL, please contact 'Client Servicing' at +91-22-33423561, or via e-mail:
clientservicing@crisil.com.

For more information on CRISIL IER reports, please visit: www.crisil.com

This press release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press release may be used by you in
full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right of distribution of its Press
Releases for consideration or otherwise through any media including websites, portals etc.
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