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Moderator: Ladies and gentlemen this call is not for media representatives or Bank of America investment
bankers or commercial bankers, including corporate and commercial FX. All such individuals
are instructed to disconnect now. A replay will be available for Bank of America investment
bankers and commercial bankers, including corporate and commercial FX. The replay is not

available to the media. Thank you.

Ladies and gentlemen good day and welcome to the Bajaj Finance Limited Q3 FY22 Earnings
Conference Call. This call will be recorded and recording will be made public by the company
pursuant to its regulatory obligations. Certain personal information such as your name and
organization maybe asked during the call. If you do not wish for it to be disclosed, please

immediately discontinue this call.

As areminder all participant lines will be in the listen only mode and there will be an opportunity
for you to ask questions after the presentation concludes. Should you need assistance during the

conference call, please signal an operator by pressing ‘*’ then ‘0’ on your touchtone phone.

Inow hand the conference over to Mr. Anuj Singla from Bank of America Securities. Thank you

and over to you Mr. Singla.

Anuj Singla: Thank you Faizaan. Good evening, everyone. This is Anuj Singla from Bank of America
Securities. Thank you very much for joining us for the Bajaj Finance Earnings Call to discuss
Quarter 3 FY22 results. To discuss the results, I am pleased to welcome Mr. Rajeev Jain —
Managing Director, Mr. Sandeep Jain — our CFO and other senior members of the management
team. Thank you very much for giving us the opportunity to host you sir. I now invite Mr. Rajeev
Jain to take us through the key financial highlights for the quarter, post which we will open the
floor for Q&A. With that over to you Rajeev sir.

Rajeev Jain: Thank you Anuj, thank you BOFA team. A very good evening to all of you. At the outset wish
you all a very Happy New Year and hope this year is better than the previous 2 years and we see
end of pandemic and going into endemic. I'll be referring to the Q3 FY22 investor presentation
that we have uploaded on the investor section of our website. So, let's just quickly go through

that.

Let's go to panel four; overall a very good quarter for the company I would say. Across the board

improvement in all metrics that I'll just take you through very quickly. The company is quite

reg 3¢’
well-prepared to navigate wave 3 given strong management overlay provisionsS that we've
e — 4o Ly
an r‘i'*‘,' :’P ) {" created and significantly improved Stage-2 and Stagefassets of the company. Overall, I would
o . . . . .
ik say a pretty good quarter. Business transformation Phase-1 is delivered and execution of Phase-
aprS)
2 has already been started. 3 1epes

—Lf‘)ﬁ e Pn»c'-vr-’“")

Now very quickly we'll go through the numbers. My presentation is broken into two parts. I
intend to take 20 odd minutes, 10 minutes on numbers, 10 minutes on business transformation
and then open the forum for questions to be responded between me and Sandeep Jain. Balance

sheet 181,000 crores, year-on-year growth of 26%, OPEX to NIM has started to come closer to
{-#1Lr

Page 2 of 16



F To GoME

BAJAJ o Be
FINSERV B |
ar 26T ’*fb o e o weimente eyt Bajaj Finance Limited
enn “W;r} 3 ot { Dup= T fuss el January 18, 2022
L - —_— e

T
our guidance frame of 32%-33%, came in at 34.7%. PAT came in at 2,125 crores, ROE on a

quarterly basis came in at 5.3%, our net NPA came in at 0.78%. All numbers that are in line with
what it used to bepre-COVID. Some are bétter than pre-COVID. If pandemic becomes endemic,

we are headed to hopefully strong few years as you go ahead from here.

- . . ° anwm X [ e cted et Mo u- o’ Mrmb Jo yeavs-
RTINS I IR R PR B A ot 28
) ° of ¢ . :
) W . ‘1“ l a _Li_/“/i" ¢ Let's just go through the quarter; panel 5, year-on-year, that's why I did not compare profits are
Ggpar P47 N e . . .
SL sorv 1P - ,w-*' E T:.-h:‘l"""w up 85%. I did not compare them because they're not comparable.Highest ever AUM growth, in
“ v "
P B SW*’ v a quarter we have never clocked 14,700 crores. That was a core AUM growth that we clocked
L’ -t
ot O"“'":w ' taking our balance sheet to 1,81,000 crores. Overall AUM composition also remained very
g g7
a_ L steady. Later in the presentation we can have a look at it, between 1% plus minus. Other than
- the auto finance business which is part of our remedial frame, its contribution has been going
Pl .. . . .
S ‘s:rm_‘l-#"i‘\_, down. Other all asset compositions have remained very steady. So far in January given though
G g =7 :‘:,,.. we are in wave 3, I thought I will just use this opportunity to provide some update a color. There Gon w peo? A
L . . . . . . : . e
e o .».Ll"_ €1 1s@ impact of Omicron at this point of time on the business momenturii and things at this heaea*’ g ,7
U N8 1 - I _— - % s
e = juncture in the first 17-18 days of the month. Our business momentum remains steady. If there C» & e s
. . . . . . on RS
is no disruption or ipereased disruption as a result of wave 3, hopefully full year AUM should i
be quite strong. We booked 7.44 million loans, year-on-year as I said not comparable. Customer
Ryoct &5 franchise 55.36 million as the Phase-1 or of Phase-1 of business transformation has gone live
63' sgim e _j_;—__""'_.-—- —_— —
e ek ne and when we look at the new customer origination, we do believe that as a result of this from 7
[
( q to8 million guidance that we had given to the street for many years, we think that guidance gets
Tec™ 4, et up to_?_t&?__mllhon. As the infrastructure becomes more and more robust, we continue to deliver | f} o
o _ e ad . e -~ el
o V:I_'_ﬁ . { ¢ Mt' o 8 more and more journeys, hopefully that number can someday look a11110n kind of number. _}_{‘ (& -
AJ"’* - = 3 K X . K ) al e
= o Run Par & But this point of time we believe that for the next 6 to 9 months horizon, it should look more G gmed -]
IREC sV T Besr Gy Se00 swep™ ks
= s Nl like 8 to 9 million per year run rate rather than 7 to 8 million run rafe. Cross-sell franchise is shyos LM
- l:mr,p o QJ e 3126 million, year-on-year growth is 24%, geographic footprint added 94 locations in the . s cpus
ne Lo o+*
. s, uarter. We are now at 3423 locations and a 128,000 plus distribution points. Competitive sekls =,
s X x-sd*-b“""w q LB‘ o p p = e*
Toadan® -4 —ad peqpisn ™ intensity across products has inereased rapidly. Post wave 2 mispricing is more rampant. So far s )
ppnend
hes OV [ \ . . ' or” ¥ e}
as a company we've managed to protect our margin profile across businesses but HOW ’M//‘_‘: _.;u
one of the things that I'm not personally happy with because in retail businesses it gets followe _f " z .
I . e . . Me~ 07
"’:t r A - by creditCost. But it's quite intense to competitive activities what I would say. Interest income Rovs
wi gel
L Goet b7 ¢ reversal going back closer to P&L, for Q3 was 241 crores. We had guided it should come back _—
b 4 L 180 to 200 crores by Q4. We are holding onto the guidance. That's really where it will go
retr through. It's very close. Last year same time it was 450 crores, this year same time it is 241
crores and by next quarter if there's no wave 3 then it should go back to 180 to 200 crores. Cost
of funds came to 6.72% providing us reasonable lift we're originating as much longer assets as
AT na — P R ———1 -
J'-"") w b{* liability. We are continuing to make the liability profile longer, raised 2700 odd crores in NCDs
oo AN . . pr— . .
o o in 3 years and above, in fixed interest NCDs, of that 2100 came in 10-year money. I think the
£ last two quarters we have raised 5000 odd crores. In the last two quarters we have raised close
oot P . b . to 5000 odd crores in 10-year money. In ﬁrst@ years we didn't raise that kind of money ml,wc,i;
ook ﬁl@;j‘j @ { -'/J y™ altogether. Liquidity buffer came in at 14,400 crores, should normalize to ll,Om But ger v e
" —_— — Fer
walpte . v . . L . . v
/ b'r . Tued 5 @ A between choosing long-term borrowings and 11qu§hty buffer, choice is quite clear we will choose T
@ PSRN - long-term borrowings as a company. R
[ — . doty (ale. Some Gmesth 2°37
- ue TH e ens evs BRAL Bl Lqudg
Ls Bawi"® . P rven] v
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Panel 6, very quickly over to some more detail; deposit book just a tad below 30,500 crores.
EA of total borrowing came in at _6’9-2; in terms of mixed between retail and corporate. OPEX
to NIM 34.7%. We expect it to n(;r:nalize betweenc}_éfl% by Q4. Continue to invest in
teams almechnology for business transformation. I'll cover that in just next 2-3 slides. So, we
continue to invest as we focus on delivering the near-term quarterly profitability. Loan losses
and in provision took 1051 crores. We've increased management overlay provisions in Q3 from
— Prudimes [ poudime .
832 crores to 1083 crores to protect ourselves or the balance sheet from probable losses that may
arise out of wave 3. Wave 3 clarity on impact would only emerge after J:all_l_egy default Tates,

January_eollection efficiency, February_default rates, and February cetlection efficiencies

—_—
Da+= Driven
—_—

f-'-““ At ro}ﬂ'r}

) — .
emerge. That’s I would say 60 days away or 45 days away, even from a stress testing standpoint. ... g Jome i

But we thought its Lr&ignt to take a management view and have carried 250 crores additional
provision in Q3 against third wave. Debt management efficiencies across products improved
further. We are looking at them as ever best collection efficiencies or debt management
efficiencies that across by line of business we've seen in the last 14-15 years. Bounce rate for
July across products are in line with December. At leas"t_o_lle metric out of four that determines

fundamentally what losses could look like is at least out of the way. We'll wait for other three to

emerge before taking a view on what could arise out of wave 3.
Dclore taking a viey

Having said that as I said we want to continue to remain conservative given continued
uncertainty of waves. We're in third wave. We _I’nLgll_t have a fourth wave; over the last 2 years I
now worry about the month of June. The last two Junes have been terrible. By June if we are
endemic then I would say we are endemic. As a measure of prudence and given strong
profitability we’ve decided to carry sufficient overlays and we're forecasting that on a full-year
basis instead of 4300 to 4500 crores of loan losses provisions we'll carry 4800 to 5000 crores.
Of this we have already taken 4100 in the three quarters. Depending on how it plays out the

fourth quarter we may take the balance.

Gross NPA, net NPA improved sequentially and of course, year-on-year significantly came in
at 1.73 and 0.78 percent. They are very close to being back to pre-COVID levels and they are
very close to where we have been historically for the last 5-7 years prior to COVID. So came in
at 1.73 and 0.78. The point 16; RBI had changed the NPA classification requirement for NBFCs.
There was no impact of the same on gross NPA and net NPA for us as a company. Overall Stage-
2 went down actually by _6{)40 crores. As you can see from the numbers, overall Stage-3 went
down byl(zgf) crores. So, between Stage-2 and Stage-3, the numbers went down by 1600 odd

crores.

Panel 7, I'm down to the last two panels quickly; portfolio quality rather than taking you through
the nine panels which are appended in the slide, later I thought I will cover it in executive
summary. From a management assurance standpoint, se¥en portfolios are green, two portfolios
are yellow. Actually, AF portfolio has moved from red to yellow. It used to be 86% current
business. It is close to 83% current business now if all goes well and Eespite the fact that portfolio
is reduced by.4000 odd crores in last=2"years. So, it's a deelining asset base on which there is

lmpr&emenf] I've stamped as management insurance, the home loans as yellow because it came

R
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inat 99.1% versus 99.5% that itused to b

easily argue even home loan is greén. So, 8 out of 9 are fundamentally green and AF being
yellow. Consolidated post-tax profit grew 85%. As I said year-on-year not comparable but 2125

istorically at a pre-COVID levels. Otherwise, I could

crores is the highest ever profit that we have generated in any quarter. Capital adequacy pretty

o strong, came in at 27%, Tier I itself is 24.5%. As I said in Q3 if you look at our long-term
T — _—
'ﬂ3 900 ot guidance metrics that we've guided the street on, we've actually met all of them on a quarterly
es® LY ]
a

A pl'"” B X o'~ basis. So, if pandemic becomes endemic and given the state of portfolio that we're in and with
p given p
obr oot W’ .{.pv'édh:vﬂ ) \‘_'_‘—-—-_, Lront w
f _?__E_»— ¢ the business transformation going live I would say I'm quite excited about the next fiscal. Losest / Proarsee®

—— -— 058
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Now BHFL balance sheet; jumping to the subsidiaries, grew 39% to a tad below 50,000 crores, &
at 49,203 crores, capital adequacy was 19.5%. We would like to run that business at 7.5 times /;1, vun 1
L e

kind of leverage. BHFL delivered a profit of 185 crores, PAT of 185 crores, a growth of 87%. 2~ *{ et at”

J‘Jw —— T Lever *3 <
Y 4 -4 «—BFL board today as a result of 7.5 times to 8 times kind of leverage thought process that we * RS
PV have, has approved infusing 2,500 crores of capital in BHFL as a rights issue from BFL. BFSL
- acquired 65,000 new customers. Just to recall we were acquiring 110,000 customers in BFSL in
o] ¥ - o
B " 1&* bk,m*‘ﬂ' the previous quarter sequentially. We decided to focus on activation and quality rather than
Husd —
_ (e quantity and the activation rates now which used to be 22%-23% in Q3 as a result are now
v — . T
P fD A ::].-_ ot et looking at 43%-44%. That's the direction that we want to take. We do want to grow BESL. BFSL
3 4 —_ - - —
o net 237" came in at a PAT 7 crores. The BFL board has also approved infusion of 400 crores equity share s v T <

wf . . . . . .26
¢ geat st capital as a rights issue in BFSL as well today. So, overall we have committe u@ rores of U # s Lyl
= urb.'-""ﬂ g ©
ex

capital in today's board meeting into both the subsidiaries as a company. That's really on the ¢ 5e P
;t:r financials. f"
As 1 said overall good quarter for the company. That's probably being polite but we're quite
happy with the progress company has made in coming out wave 2. What I do want to spend the
next 10 minutes on is update on business transformation. I have 4-5 slides that I will quickly
cover. Two of them are busy. I don't intend to cover them but I will just take you through really
quickly on them. Just before that, various conversations, various people have various views on
what we are creating and so on and so forth. I thought I will just simplify and clarify our stance
on what we are doing this business transformation for. As a company we have a very clear view
that we are a consumer financial services business, a diversified consumer financial services
business that's what we are. We believe that the@of any business transformation is a
means to an end. It should @ to the core business result in stronger growth momentum or so
be_the custorg%r experience or better cross sell or should lower risk and improve operating
efficiencies. That's really the overall objective of any business transformation should be and we
are pursuing this whole agenda of business transformation singularly with our objective. I
thought I will just clarify my stand very clearly as management to make that point.
Rumiuny
On business transformation, it's also clear. I'm sure you know, we’re ‘a_luei‘rned people. We have Cor?
become learned over the last 18 months. We are very clear, it takes_tlne, t_egr_n and tj% ,_E_"_u::
We are increasingly super clear about that it needs all these three. It's beenq_l_S’mon s. We’ve My s: ::j
started to provide quarterly update to the street. Since we’ve started a Phase-1 of business —Mj—a—if"'
Adve? 5179
transformation and I thought it would be an appropriate moment for me to share an update to i
N T remsfer=""
—2::_”..‘; , Cudpase, Wews 10978 ,_,z Lve Procen/
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what’s gone live and what’s going to go live in Phase-2. Now due to wave 2 it got delayed by 3
months, it should have logically gone live in October. It went live in December. Phase 1 is now
gone live with a staggered release methodology. Phase 1 had thrée sprints. Sprint one is now live
for 100% of the customers, sprint two and thre€ together are live for now 16% of the customers.
Tt will go live for 100% of the customers between 24%, 26® and 30™ of the month. We will sunset
over a period of 15 days from there, the 15-30 days depending on how many customers move,
the older app infrastructure, the point that Kurush here is making is we will have to go by if
customer does not want to upgrade as a customer may not want to push force upgrade. So that's
a point well taken Kurush, without you stating it. But that will be our intention because we do

believe new infrastructure brings significantly larger infrastructure and much better customer

experience for customer.
D

Next two slides, I will demystify the entire new digital platform and the two slides from there
on I will cover what we will do in Phase-2. I think that's the purpose of this conversation. I'm
not going to go through this panel. There are two panels on what I would call 15 components.
The way you should read it is that on panel number, in this panel the verticals, the first column
read them as compo{ents at a design level and the rest of them you read as feé{ures. Overall, the
new digital platform has 15 components. Just go to the next slide and has__SS_ odd features which
is mentioned on this panel below. Overall, 15 components and 55 features. Let's just go back for
a moment. This is really on any of you as customer or if you came in as a prospect would

experience. You would experience the entire payment stack that you see on top. You would

o
Jwors T experience 27,000 retailers through the no cost EMI marketplace which attracted 45 million E";
N _ﬂ’,ﬁf—» { visits ir(l_(_)} alone. It's already 250 million run rate asset. The insurance marketplam .Surjf 2pP
gone live has nine insurance companies and 800 odd products investment marketplace the entire /‘;—; Lrsee
/ ~mutual fund infrastructure through BSEs are sn’f'—_ there, health RX which is for a customer are
D- pf; :,_c" «~—— proprietary health infrastructure and_]%fﬁI: app. These are proprietary app ecosystems. You P
Nc; w? P would lead journeys as what we call three in one financial services. You would experience earn tor ] ,
L beui® -
/w,,' and burn, earn for payment transactions, burn on convert to cash, bill payment and voucher. You Dals L 5
M - — - -_— — - acqus N -
C;—z W#J\].J‘,»‘J press a button and say call me back in any of the places, you would get a call anywhere between s selecty
Y
\01 W JS7and 15 minutes depending on which of the 3400 cities you press a button from. The ,_,._.:-___-——-:__:""
S St . - . . 'y
9 e ar o productivity apps that are not visible to the customer but that's really what integrates voice and E‘zi_{‘-
A
2 i T ,.- marketing cloud infrastructure. You would see all these services including calculators and peefile Lt f Loovaths |
update and so on and so forth. You would se@apps in app across trayel, entertainment, foed, & yoo TR ) por c
utiljty, shopping at this point in time. « featnrs Roll out 2
Lovesr 5o vourdh ]
/_’ Modale @Ctam=sho” geealq §
I
You would experience the_______,_feamredsearch and content search as a customer which we think is a
ey hero frame because it's right on the homepage. You would be able to see as I said NPS, social
~e —_— —
-~ }‘; ) share, wish list and so on and so forth, personalization _Ill'lijgfﬁ notification. Data you will not see
— f"L - - . .
e £ 2 ) as a customer but we would take consent from you. Depending on based on consent it runs
ferst - M cuedk business rule engines. This platform is integrated with 400 plus digital APIs to make things

happen. The next two are not really relevant for you but without a very scalgble core platform it

won't work. I mentioned in the past quarters, three-four quarters ago that fundamentally

restacking the core took the most amount of time other than focusing on a good UI-UX.

- Re Jm.s.n«‘-k ] Ye —d’““-‘"& DusiMens procens o £
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Restacking the core is an important dimgnsion to being able to deliver at scale what we intend

to deliver. Also meant investing in cor¢ infrastructure like high availability infrastructure and

much more deeper investments in disaster recovery etc. What we have done is, because there's

a functional construct, is 600 odd lateral and fresh hire; we've got added to be able to deliver this
Zunctional 600

over the last 15 odd months. This is really what you will see as I said between 24" and 26"

January as Google allows us to transition 100% of the customers and as we see stabilization of

the platfoué)ﬂ_}gf_s really all of you either as prospect or new customer would experience.

Geb
-— ul
What we are focused on is what I would call Phase-1; it was focused on creating a strong stable/, (rocess =8
. . . . o b o tovg g
and a scalable foundation for us to build the overall business transformation for the next few K
E—— - (Pt mel 5€
years. What Phase-2 will fundamentally do is to focus on from existing customers to go to new peced 5 resd

Bajaj customer journeys, would introduce a lot new features and functionalities. Would augment e ot @=*7"

current features head and nuance journeys for our existing customers, taking them closer and
closer to DIY. At the end of the day @ what will transition from processes to journey
is really where we are %nizing our thought process and company over the last 15-18 months.
It's a journey and we will continue to stay there, going after journeys. What you see as yellow is
really what will come in over a period of 8 to 9 months. On this panel I'm not going to spend
time. On this panel yellow and the next panel yellows, these are the new stacks and the features.
Components are not going to change. But the features are going to c_h%e. We'll transition from
15 stacks and 55 odd features to 15 stacks am@dd features and components. The only fodoett) Yoo

—_— —_—

difference versus what we did Phase-1 and Phase-2 is that consumers will PP}«MO velsesty Mk

months to experience the yellows that I talked to you about because as I said we have focused pacn e b

on building a stable and scalable infrastructure. As that gets delivered E"\Er_y_i_;nonths we'll heve

release sprints. Actually, we'll release 2 months but since we just started work on Phase-2, this
. . - L . T K3 =2 Mo
time around we will do it in 3 months. This will get delivered over four sprints between July and

October-November is really how we are looking at this frame to be. During this period as I said
purpose of business transformation is a longer-term frame. We continue to remain committed to
deliver our long-term guidance metrics as a company. This is being created with a 5-to-7-year

. b‘d Guwy o1*
view. T AT 0 oY J { Jasen Fomeme St u needt E" o

1
’ e o) ous o gro= aF s [eCe

=7 7v¢e "> (& s ot

Let me simplify the conversation. This will help the company not on quarterly outcomes. This (7 Aoef ¢

will help the company get closer and closer to customer. As I said deliver the objective of G Wom e

business transformation which is to either reduce costs, improve velocity, improve growth Z”:;;:;‘::
momentum, reduce risk and improve customer experience. So that’s really and it's not new as \l::.» 4

you will see some of the expression here as I said in the AGM that our agenda is only presence. rhee f“d

So physically we continue to mobilize that we are in _3i99_ cities, digital platform, Phase-1 has :;Tl i
gone live, 16.5 million customers currently sit on the old platform, 6 million now sit in the new f:: :‘;1 C?)

platform, 0.5 million new customers we acquired through EMI card in the third quarter alone.
They are not just new customers; of the 1.3 million CIF they give 240,000 loans. We have a 30%
conversion rate which is a great number [ would say in terms of activation. I already talked about

45 million EMI store visit. As Phase-1 goes live these panels will get filled more and more, it

already has 28,000 SKUs and _2_4_1,_(@ merchants. The point of sales transformation which allows
good customers to apply for a PL rw of sale, we have 600 crores of personal loans
. s Jgul‘-‘\\&k’&) ‘CDSF&‘A °L @ ﬁcwvoa? ”A
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in Q3 alone and 91,500 credit cards. Payments we have 5 million, just a tad below 5 million

wallet now. We added 2.6 million wallets in Q3 alone. The P2M infrastructure which you saw

as a yellow in Phase-2 will go live in February. We are not waiting for that to happen in Phase-

2. We are waiting for regulatory approvals to move ahead further on BBPOU.

The team onboarding as I showed, we have already hired for the paymeﬁs business 120 people
which will go to 400 people by June. So that’s really the quarter gone by, that’s really the

business transformation update and we are at it as management to chew gum while walking.

That's the quarter. Happy to take questions.

Thank you very much. We will now begin the question-and-answer session. The first question

is from the line of Kunal Shah from ICICI securities.

Firstly, just want to assess the adoption. How should we actually gauge the adoption? Maybe
there are some metrics which you have highlighted in terms of people who were there on the
consumer and how many, they have been onboarded onto the new app. So maybe it's 16.5 or 6.
In that in terms of maybe when you were making the remarks you said that many of them would
not like to migrate and there will be no force upon them. If you can highlight out of the total
customer base, what is the final endeavor which we are looking at and by what time we will be
seeing it? As and when the new features get introduced how do we convey it to the customers
that this is getting launched, this is what has happened? Because I think insurance and something

was not available. It is coming through, now whatever comes from 24% to 26, so how do we

keep on intimating to the customers and improve the adoption out there? 7-3"_ YOI B ety orde o ]
phy st vamihe A7
1 e
—

So, there are 2-3 large engines that'll drive E@p_tign. You walk into the point of sale. Your
agreement is now on it, from 1% of February. So, any new customer or existing customer comes
on board he has to M P and do an agreement there in the app. I mean our entire ARU
infrastructure is now driving this app because at the end of the day if I am trying to do activation
and response units which do largest amount of communication with prospects and with existing
customers, all of it is driving it towards the new digital platform. So, adoption will be reasonably
rapid and all channels in the company will go towards it. That’s first part of the conversation

because all journeys will get weaved in there. Whether it's a persopat loan or it's a peifit of sale,

the mobile eeceipt if you're a defaulting customer, you want to see the residual, you instantly see

it there. Wherever you tougius as a customer the connect will be throughthe app as you move.

All seryice touch points will be through the_a\l)_p. So service, collections, sales all through the

app, so that's one part of the conversation. Second part is as Phase-2 goes live; we think we have

already begun to track a set of internal metrics. We'll start to publish them from either let's say |, pettay -~
fourth quarter next year onwards. We're already tracking a set of what we would call—ﬁ—r_n_ét‘rics ~the- a1l

‘ ‘ . . — Gy
that determine effective app ecosystem. Just as it gets matured, we will start to share that as well. cat]

s w“
We are a transparent company but it must be reach a particular maturity before we feel an“,f
comfortable starting to share. So, wait for three more quarters. Trvems pere™ey ] L- dees’®

Pt R

And overall, in terms of the transition, so if I'm an existing customer but there are more repeat

transactions which are happening but maybe through collections or some other servicing
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whichever is happening any which ways, I'll keep on migrating to the new app and at least I will

connect with it.

It's an important conversation Kunal and if you go to the functional architecture that we've
tunctional architectul
actually published, number one. Number two, the conversation that we did with the community

on taking on payments as a large frame, the first step that you will see, we are very clear that the

you see UPI, PPI, EMI card, BBPS. BBPS is now already clocking 400,000 m;j:
a Ti)_rlgl. We will start to see and we are just getting our feet wet. Let me just make that point
very clear. We've been focused on as I said building a strong, stable and scalable foundation.
We have a large franchise, accelerating it and we have a large profit pool, accelerating it is not

going to take too much effort.
The next question is from the line of Abhishek Murarka from HSBC.

Two questions, the first is on OPEX. Have you got a budget for what you will be offering as
cash backs or incentives on the app? Are you also seeing, you've hired about 600 people, you
will be hiring another 800 as per your presentation? Are you seeing a lot of wage inflation there
and overall, how should we think about OPEX in terms of cost to income given these two things

in the background? That's one. I'll come back to the second question.

We'll guide, in case there is a change we do believe as I said we'll continue to chew gum while
v_v?_lkillg. We remain committed to deliver a 33% odd kind of OPEX to NIM ratios that we were
at pre-COVID levels. Over time Abhishek as v_el_o_cit_y grows, as you become more efficient, the
number will Mn or could go down. I wouldn’t say will go down, coutd go down. But the
33% number or 32-33-34, I'm not fixated on the number. I'm fixating on the tradeline that we

remain committed to delivering profitability while investing in our future.

Basically, what you're saying is despite all these efforts of investing in people and also through
the app on cashback and all that it's not going to skew the cost to income ratio from that level 33

to 34-35 whatever, lower 30s?
No, yes. When I said no

The question I had is basically on the provision guidance. Now we have gone up to 48 to 50
billion and you said you are trying to be conservative. But on the other side, you have also said
that the impact of wave 3 is not really as much as wave 1, wave 2. So why have we really

increased this guidance?

e et ]
Fo o it Mome
—

As I said we remain in a uncertain zone. We don't want credit cost drag; P&L drag the overall
— —

momentum. Let me simplify the conversation. We like to run a fully costed P&L as a company

and that's really what we have done for the last 14-15 years and we want to remain conservative.

As I said, this is management overlay. If it doesn't occur which is for the first 17 days is looking

like and by June, we don't have a fourth wave, this is available to be rolled back because let me
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in fact further complicate the conversation. The gross NPA, net NPA is back to pre-COVID
levels. The Stage 2, Stage 3 has its adjusted for balance sheet are back to pre-COVID levels. We

are very comfortable on all these four metrics but the uncertainty is what is causing us as

management to take a conservative view. That's all. L BS l Momann 7
I i P L ket
woes
Moderator: The next question is from the line of Shubhranshu Mishra from Systematix.
Shubhranshu Mishra: So, two questions. First is slightly quantitative. If you can define what is the average age income

CIBIL score of the new to Bajaj customer? How many of them are (+700)? The second is, if you
can also list out the concentration of the distribution reach on slide #47. We have given out the
consumer durable, a digital product store, lifestyle retail stores. What are the Top 1000 or Top
500 stores in each category cater towards either in terms of volumes or value to the AUM? And

last question is qualitative. When do we plan to become a bank or apply to become a bank?

Rajeev Jain: Firstly, the TG. Fundamentally look at a design level, we focus on who we want to do business
with, in the EMI card space. We target essentially those prospects that we intend to onboard as

a customer. That's Level 1 point that I must make. Level 2, as a result they have to be (+700) or

(+720) or they can be zero, (-1) so that we are clear about it. Normally we see from a trendline

standpoint as I said we acquire 4,92,000 customers in Q3 that means 1,60,000 odd customers in

EMI Card platform every month. 80%-85% of the customers are (+720) from a bureau

L standpoint and between 12% and 15% could be zero, (-1). But even those zero, (-1) are ones that

= we want to target. That's point #2. TG remains between 32 to 45. That's really the TG that comes
an“"‘:’/ through the board because the moment you want 85% of them to be bureau tested naturally in
Y ;y‘"b general you are going to find that TG. We find that TG above th TG is about building

a long-term business. That's third question. Fourth, contribution by Top? Top 20%, Top 20

dealers would have 20% market share. You know that's not changed. It's also not changed

because we have kept going deep. So, if you take a Top 20 city view that number will be very
different but the moment you take a 3423 cities view, the number has been at 20% now for a
long time. Of course, the Top 20 also kept going down, the Top 20 some of them have got down
to 1500 kind of city. Not 1500, they have 2000 stores so it could be down to so number would
be 20%. It's reasonably distributed both geographically and from a concentration of retailer
contribution. Bank, no there's no plan. We will definitely update before we decide. I think at this
point in time there is no such plan and that's up for, RBI came out with their guidelines, it's up

for the shareholders to decide and we as management will follow what shareholders decide.
Moderator: The next question is from the line of Prakhar Agarwal from Edelweiss.

Prakhar Agarwal: Yes, I was talking more from a Home loan perspective. What makes you classify that as yellow,
which is first? Second, in terms of customer acquisition? You said that from a normalized level
we will probably may go to 8 to 10 million over a period of time. What exactly is the architect
that gives you an increased levers in terms of higher customer acquisition rate? Lastly, in terms
of when you make a point that competitive intensity in few of these operating segments has
risen, where exactly have you seen this where these players have exactly risen? And do you see

that profitability in few of the segments also getting curtailed because of higher competition
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because bounce rate is what you said that has stagnated in January or probably it's probably
similar in December. Do you see pressure points in profitability in few of the segments wherein

you are seeing higher competition?

So, look it's visible all over, you are able to get an auto loan at 7.5%, you are able to get home
loan at 6.6%. G-sec is at 6.10, G-sec is at 6.6, home loan we are at 6.3. So that's competitive
intensity for you. Personal loans are going at 10.5%-11% for best customers. To my mind,

personally, the pricing does not adjust for risk. I mean now and I could be wrong and we are

clear that there are, based on PPM frames, there is a Ed_l_in__e to where we can go on predict to
product from a priefhg standpoint. That's really the response to the second point, it's all around
us. Try and apply for a personal loan, you can get it at 1,194, salaried personal loan, professional
doctors are getting money at W%. It's not risk adjusted in my mind. Home loan if you see I've
put up the Panel in Panel #58. Logically should be 99.25 kind of number in my assessment and
that's why yellow. It's not a red in any given manner. It's just as you see the number to be here,
to my mind it should be a 99.25 kind of number. As it gets there, we will stamp it as green. It
does not reflect ADT rating credit situation given the nature of the business but that's a

management assurances assessment. Were these the two questions Prakhar?

Just last one was on customer acquisition that you said that 8 to 10 is what we're targeting. What
is the underlying architect there which you see that over a period of time you will be able to

ramp that customer acquisition and a normalized level of 6 to 8?

I think as a digital platform becomes more and more robust, as the journeys become more and
more integrated, you will see that happen. I would only just add one more dimension since we
are pushing this conversation is that, this is only an app conversation. There's eventually even

whether you came on an app or on web, the experience should be same. It should be same, not

even similar. As both the platforms are creatéd, are optimized, deliver identieal journeys, I am
quite excited and do believe that the momentum would be strong. That's our assessment as

L
management. bre~

The next question is from the line of Kuntal Shah from Oaklane Capital.

Just one request that this presentation was just released 5 minutes before the call and I think so
most of us would not have got time to it. If the presentation were to refer to Kubernetes and Data

Lake, I can assure you 99% of the people on this call, couldn't even understand it.

I don't have a view on that. We are supposed to provide update Kuntal. Our board meeting was
finished at 5, it went on a little longer. As you can see, we have just committed large capital. It
needs explanation to the board and to commit such large amounts capital to subsidiaries. You
can imagine our state. We have been at it since morning and we just at 7 o'clock also answering

questions.

May be a call next day will help. My two questions are, you mentioned there are going to be

almost (+600) APIs. APIs can enable even t_h_'irgj)_a_rty to offer solutions on your platform
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provided you are not willing to or you don't want to. Are you planning to make it an open kind

of a marketplace where they can also mutually benefit from your reach and your customer base

and you could do a revenue share with them? I saw a marketplace of Bajaj two-wheeler so it
means you have moved bezf)_n‘__JdBa'aj ecosystem is the?

s mer }""'m”’[ o I B
We'll be launching a two-wheeler financing for non-captive customers between 1% of June 1st
to 1% of July. In fact, we would have launched it if not for the marketplace. Let me make one
important point that as we deliver Phase 2 or any new large product, the whole approach to
launching products, conceptualization to delivery, we would _IBE_d_O anything that is not available
on day zero to customers on the digital platform. Technically we could have gone live on Ist of
February with a two-wheeler financing business. We have held it back for 5 months because we

want SKUs across mechanical and electric to be visible and available to customers to be able to

compare and shop. That's one part and two as I said on day zero, we would not launch without
being on the digital platform. Your second question Kuntal was, APIzation of the fact that...so

the In-App programs are mostly APIs. API is at Level 1, over time. As we see which piece is
_N-Ap mostly AX P Ovel 1, OVE Sec which piece 1

generating velocity, we will keep integrating tighter. There's a lot of conversation that goes
s - —

e OTE

around saying people are building Super-app. Supef-apps are not created, they _gicﬁat_eg_

because that's what consumer asks in search and then you deepen journeys. At this point of time,

you see 31 of them, they are MIS but they are Level 1 APIs. They M, Level
_3and sq on and so fo erever we see velocity. 31 is going to 46 or 47 whatever you said 51,
50. Those are In-App programs are built as APIs but let me _Sa_ugon built as Level 1 APIs. They
will get to Level 2, Level 3. Answering your second order question, no view on exposing it to

other than In-App programs. Our main focus in Phase 2 is to make our customers’ journeys

{ easier and easier because we are a diversified consumer financial services business and that's

addsd-

—_ 2
b)al-fd .
C_,cw/,/f""

really what generates the balance sheet and the profitability and our entire focus is on that. I Resome™ f;:
1 a I/ t=
hope that answers the question. fre Jdem ])//

No, just wanted to know the pros and cons of opening it for third-party applications which you

are not presented or are not willing to be present?

There is no never say never Kuntal but don't have a view at this point in time. So, if we think for
trayvel and for shopping, our customers or for things like casual gaming, customers are interested,

they are already there. Over time we see on the search menu customers are looking for another

category based on data, we will go on and build partnerships. Over time we see in the existing
category

In:ﬁepp programs, clients are doing more activity. We will integrate tighter, that's our view.

I hope Elon Musk or Salman Khan is going to endure Bajaj Coin which you have laid out I think

so we are going down that path.
The next question is from the line of Nitin Jain from FairConnect.

The speed at which company is acquiring fixed deposits like despite offering better rates than
pri‘\}afté banks; that seems to have decelerated over the past few quarters like from where we were
Ly oy Denr (v
P
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growing 8% to 10% Q-0-Q, we are down to low single digits. So, any comment on that? That's
all.

Rajeev Jain: No, it's a very fair question and it’s a correct question. We have invested in 10-11 channels over
o - the last 4-5 years and we told the teams, the time has come for you to demonstrate that the
O'J . . . . . .
¥ Lon distribution heft has as much role to play as pricing and that's really what we are testing for the
O Lo . . . —_—
e\ 5”"* P last 6-8 months. We just increased pricing, we have internally pegged it as part of our ALCO
a‘“h‘ o —_— - = —_
o processes to G-sec that we kept pricing very tight but the business still generates between 950-

v
(,!»—MOO crores of retail deposits with average deposit of 3.5 lakhs a month. Let me use the word

o}_.l — — ———e
™ Le? 'u}\ . spend to diversify the balance sheet on the liability side and they have to make ends meet in that.
[ —_— ——
Gyt A ,2 P These are the only two objectives, which is maturity of the distribution investments that you
nl

b made and two running it in a disciplined manner within a particular cost base.

Nitin Jain: Just if I can add a follow-up. Is our cost of acquisition of deposits, has it gone up recently or how
is it?
Rajeev Jain: No, it's not gone up. It's actually gone down but that’s the pool that is available.

Sandeep Jain: Rajeev is referring to the overall cost of funds that it creates for the company.

Rajeev Jain: No, I was referring to cost of acquisition. The third point that's Sandeep making is a correct point
[} n}."" . .
Sl b ?l: »~ as well that at the end of the day there are users of this money who also ask in ALCO what do I
L8 Vo

_ e O s.~*  do with the money, if it comes at this price. Eventually you have to find the rightful balance once

N

the business reaches a particular point of maturity. That's really the point that Sandeep made is

- P’-’:; o ¢ ) equally important. Between these three, that's how you see and your observation is correct,
pv»'—“”\ .+, slowing down of the origination.
. ot a1 e
- /S K14
Moderator: The next question is from the line of Dhaval Gada from DSP Investments Managers.
Dhaval Gada: First was on new loan origination. So, the point is, in terms of sales velocity of existing customer

base; if you see the current traction it seems to be similar to second-half of last year but still
substantially lower than pre-COVID run-rate. The question is, is this number less relevant as the

ticket size increases or it's important and that's something that we expect to normalize in FY23?

Rajeev Jain: You mean loans booked?
Dhaval Gada: Number of loans booked, yes.
Rajeev Jain: It's a correct observation. It's a correct point that versus a 6 million, the 7.4 looks good but the

point that you are making is correct. In December ‘19 quarter, we had booked 7.67 million, 7.7
million to be precise. During that period if you recall post pandemic, we came to a conclusion

and we disclosed that to the street that there are two lines of businesses that washed away last 3
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years of profitability. One was the retail EMI spends business and that used to do 200,000
accounts a month. We capped that at 60,000 accounts. From 6,00,000 accounts we allowed them
to do only even in a festive season quarter like the previous one we capped them at 2,20,000
accounts. That Mus-minus gone away. The second was that we used to do the_se__-w_age_?
loans to our existing customers of Rs. 5000 to 10,000 for 3 months so-called in the new jargon
which didn't exist then calledEIﬂ’_LTNe used to do Modd loans in a month, that was
M(_) loans in a quarter. We walked away from that now last April. That's how the 6,00;000
number logically gets reconciled toli._So,_7_._7 apple-to-apple is 8 million is how you should
read it. Observation is correct. Is it important, answer is yes? In new loans booked remain an
important metric because it demonstrates_efigagement, demonstrates velocity so it remains
important. We think as the economy comes back, as pandemic becomes endemic, given the
franchise creation, given the deep distribution, given the new digital platforms that are getting
created, we will $e¢ both happel ppen. New customer acquisition and new loans booked. I'm waiting
to see hopefully a nogmal summer. We have not seen a normal summer. Summer contributes to
40% of the business. We have not had a normal summer which is April-May-June for last 2

years. So, I hope that answers the question.

Just one follow-up. A small point is in the spirit of December ‘19 to now I mean we've seen
about 33% accretion on cross-sell customer base, 33%-34% accretion on EMI base as well, EMI
card base. So, adjusted for the engagement ratios pre-COVID versus where we should be next
year. Broadly, should it be similar, even adjusting for the REMI loss and the wallet loan loss? It

should be similar?

Yes, we will see increased velocity. Now it's a point of view is I can't say that as I mentioned
earlier to the response that as this whole business transformation get delivered, we should see

increased velocity and increased engagement and that should lead to higher volumes.

The second question Rajeev, I had was on the digital EMI card. If you look at the base now, it's

almost like 5% of the EMI card base. If you look at the engagement metrics here, at least

_ —_—

optically they look better than the existing EMI franchise. I wanted to understand the economics

part of it. Should these cards be much better breakeven compared to the normal origination?

. o
=, - Sk, Disrbim S,

b* s vrvu? sigrers

They are profitable on day one. &) l O

—pu‘.r.ud. Veacks beme

Some initial thoughts on the engagement part.

Out of this 4,92,000, 3,00,000 pay fees instantly and get an EMI card and 1,92,000 as and when

they decide to take the product come and at that point of time pay. So that's how the breakup is.
If you take it further so 492 on aggregate is profitable on day 1, adjusted for as a P&L.

Ladies and gentlemen, we will take the last question from the line of Aditya from Citigroup.

If you could talk about two segments. One you mentioned affordable housing in the last quarter.

What's the profile of that business in terms of target, yield, ticket size and geography? And on
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IPO financing which seems to be low at least on quarter end basis. Is there a change in view on

doing less of that? Or could this be just a period end balance sheet phenomenon?

So, affordable housing is just gone live, BHFL is just started to, they have fielded a team, we are
—_— s
t_em it into markets. We are building that business with a long-term view, very clearly. So
that's very early days. So, Aditya very premature to make any comment on that. It will probably
be 18 months before we start to warm it up, let me make a point. That's one part of the
conversation. Two, IPO financing just quarter-end, it had no outstanding so that's one. Two, IPO
financing as a phenomenon will as you would be all aware would, based on the new guidelines
of l,crores requirement would probably cegse to exist from 31 March onwards. So, it seems as
a market participant at this point in time. But to retail customers who want it, we would of course
offer it but retail customer was never participating that aggressively. But from a longer-term

standpoint I could argue that it's a step in the right direction to retailize the market participation.
Just secondly, on the LCR norms, what is the expected impact? What portion or what amount of
liquidity in this quarter do we have, have we kept in rupee-billion terms to comply with LCR

norms?

5
Yes, so Aditya, we are carrying large amount of liquidity otherwise also. So, there is absolutely

no impact that the company has from LCR perspective. The only change that was supposed to

be done by us is that so far, a large part of the investment was going in mutual funds. Versus

mutual funds now it goes into some of the trade bills and so on so forth. That's the only change

that has taken place, that also allows us to leverage. So, trade bills can be used for raising more

_debt as well. That's the thing that has changed. From an overall guidance perspective, we expect

the liquidity buffer for us to go down to 10,000-11,000 kind of range as we go along from here.
— el CoeV

So, that’s on LCR. 3yt e

Even on LCR ramping up to 100% there is no material impact?

Yes, more than IW even now.

As Sandeep says the mix change serves that, there is no financial impact, other than that.

Ladies and gentlemen that was the last question for today. I would now like to hand the

conference over to Mr. Anuj Singla for closing comments.
Thank you Faizaan. Rajeev sir, any last comments before we close upon.

So far so good. Thank you all very much. It's late in the evening and stay safe. This is the most

transmissible variant so please stay safe and wish us being safe. Thank you all.

Thank you Rajeev sir and Bajaj Finance for giving us the opportunity to host you. Thanks

everyone for joining. This concludes the call for today. Over to you Faizaan.
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Moderator: Thank you. Ladies and gentlemen, on behalf of Bank of America Securities, that concludes this

conference call. Thank you for joining us and you may now disconnect your lines.
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