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Key consolidated financial data (INR cr., unless specified)                                               

Source: Ventura Research & Company filings 
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Northern Arc Capital Ltd. 

NACL operates a multi-channel approach that serves the retail credit market through both 

direct-to-customer (D2C) lending and credit solutions for Financial Institutions. D2C 

lending is focused on three sectors MSME, Consumer and Rural, through its branches and 

digital platform nPOS. Its credit solutions focus on fulfilling credit needs of financial 

institutions through lending, placement services, and fund management businesses. This 

structure ensures a diversified mix of interest income, fee income, and fund-management 

revenues, supported by a proprietary technology stack (Nimbus, nPOS, Nu Score, AltiFi) that 

efficiently connects retail borrowers, originator partners & investor partners. 

 

NACL’s AUM has grown from INR 5,221 Cr in FY21 to INR 13,634 Cr in FY25 and is projected to 

reach INR 24,710 Cr by FY28, reflecting a strong 21.9% CAGR. The portfolio mix continues 

shifting toward granular, direct-to-customer lending, with its share rising from 19% in FY21 

to 52% in FY25 and expected to increase to 69% by FY28, driven by faster growth in MSME, 

Consumer, and Rural segments. Yields improved sharply from 14.2% in FY22 to 17.4% in FY25 

and are expected at 17.6% by FY28, supporting steady NIM expansion.  

 

Borrowings have scaled alongside AUM, increasing from INR 5,983 Cr in FY22 to INR 9,860 

Cr in FY25 and likely to reach INR 19,014 Cr by FY28. The liability profile remains well 

diversified, with banks contributing ~66%, offshore DFIs ~26%, and NBFC/DCM borrowings 

~8%. 

 

Financial performance has strengthened meaningfully. NII rose from INR 318 Cr in FY21 to INR 

1,513 Cr in FY25 and is estimated to reach INR 3,035 Cr by FY28 (26% CAGR). NIM expanded 

from 7.4% in FY22 to 10.4% in FY25 and is projected at 10.6% by FY28. Operating leverage 

continues to improve, with PPOP rising from INR 232 Cr in FY21 to INR 791 Cr in FY25 and set 

to grow further with scale. Net profit increased from INR 74 Cr in FY21 to INR 301 Cr in FY25 

and is expected at INR 793 Cr by FY28, supported by higher spreads, fee income, scale 

efficiencies, and stable credit costs. 

 

Asset quality remains resilient despite deeper retail penetration. GNPA was 0.9% in FY25 

and may rise gradually to 1.4% by FY28, while NNPA increases slightly from 0.4% to 0.6%. 

PCR remains in the 56–65% range. Return ratios are expected to meaningfully, with RoAA 

rising from 2.4% in FY25 to 3.5% by FY28 and RoAE from 10.6% to 16.5%. NACL is well 

capitalised with a 24.7% CAR and 23.5% Tier I, offering adequate growth headroom without 

near-term equity requirements. 

Valuation call: Given its strong earnings growth trajectory, robust AUM outlook on a low 

base, GNPAs maintained at ~1 %, and ROE recovery to ~16.5 % by FY28, NACL’s valuation at 

0.8X P/Adj.BV indicates that the stock is grossly undervalued and offers a significant margin 

of safety. We initiate coverage with a BUY rating and a price target of INR 344 (1.1x FY28E 

P/ABV), implying 33 % from INR 259 over the next 24 months. 

Key Risk: Risk of interest rates increasing, can lead to a decrease in NIM, increase in 

delinquencies will increase credit costs and compress profit margin. 

Business Model: Northern Arc Capital Limited (NACL) is a financial services 

platform catering to the retail credit needs of underserved and businesses. Its 

model integrates Lending, Placements, and Fund Management, powered by 

proprietary technology connecting retail borrowers, originators, and investors. 

Financial Growth – Past vs Projection 
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Why invest in NACL 

NACL’s investment case is anchored in four pillars, distinctive strategic positioning, a 
resilient business model, improving financial performance, and disciplined risk 
management—together positioning it as a scalable and future-ready retail finance franchise. 
 

 

 

 

1. Margin Expansion Visibility 

Northern Arc’s business model provides clear and sustained visibility for 
margin improvement. Northern Arc’s strategic shift towards D2C lending 
provides clear and sustained visibility for margin improvement. The company 
benefits from a growing share of higher-yield retail loans, expanding cross-sell 
capabilities, and a steady ramp-up in fee income—which collectively enhance 
revenue per unit of capital deployed. On the liability side, the company has 
diversified its borrowing base to include DFIs, offshore lenders, banks, and 
capital markets, which has structurally reduced funding cost volatility. A high 
proportion of variable-rate borrowings positions the balance sheet to benefit 
disproportionately in a declining interest rate cycle. In parallel, operating 
leverage improves as each business vertical scales, particularly the fee-income 
franchise which grows without significant cost additions. This combination 
creates a multi-year tailwind for Net Interest Margin (NIM) expansion and RoA 
uplift, independent of quarterly fluctuations. 
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2. Diversified Retail Lending 

Northern Arc Capital has built one of the most balanced and diversified retail 
lending portfolios in the mid-size NBFC space, avoiding concentration risk 
while scaling across underserved segments. Its lending model spans MSME, 
Consumer Finance, and Rural Finance, with each vertical operating on 
calibrated risk-adjusted frameworks. Over the years, the company has 
continuously shifted its mix toward secured, granular MSME assets, which offer 
long-tenure, annuity-like income and lower volatility across cycles. This 
diversification is further enhanced by Northern Arc’s presence across multiple 
geographies and borrower profiles, supported by partnerships with originators 
and distributors. The result is a portfolio that is both resilient in stressed market 
conditions and capable of delivering consistent double-digit growth without 
compromising asset quality. 
 

 

 

 

3. Data-Driven Underwriting 

Northern Arc has invested over a decade in building one of the richest 
proprietary datasets in Indian retail finance, containing 49+ million loan data 
points across multiple cycles. Its underwriting framework is powered by 
machine-learning scorecards (Nu Score), risk-tiered pricing, and behavior-
based analytics, enabling the company to sharply differentiate between high- 
and low-risk segments. The institution’s experience through multiple 
economic cycles—including IL&FS, COVID, and sectoral disruptions—has 
refined its credit filters and strengthened its selection of both borrowers and 
partner-originators. This data backbone allows Northern Arc to maintain asset 
quality significantly above industry averages, keep NPAs well-controlled, and 
reduce credit cost volatility. In essence, the company operates as a risk-
intelligent lending platform rather than a traditional asset-origination NBFC. 
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4. Technology-Led Competitive Advantage: 

 

Northern Arc Capital Limited’s proprietary technology stack is a key driver of 
its scalable, multi-channel business model and a core element of its investment 
appeal. The Company has developed integrated platforms that enhance 
execution speed, strengthen underwriting discipline, and reduce credit risk—
allowing Northern Arc to operate with the efficiency of a fintech while 
maintaining the balance-sheet strength of an NBFC. 
 

• Nimbus, the curated debt platform, digitizes the entire structured 
finance lifecycle and provides investor partners with transparent deal 
management and robust early-warning systems. It has enabled INR 1 
trillion + of cumulative credit, highlighting its scale and network depth. 

 
• nPOS, the API-led co-lending infrastructure, enables straight-through 

loan processing across banks, NBFCs, and digital partners. Its 
integration with Bharat Stack and bureau/data ecosystems supports 
rapid, low-friction loan origination in DCL and IRL channels. 

 
• Nu Score, the machine-learning underwriting engine, standardizes 

borrower assessment and improves credit selection across rural, MFI, 
NBFC, and emerging consumer segments. It enhances portfolio quality 
by embedding analytics directly into the credit decisioning process. 

 
• AltiFi, the retail debt investment platform, expands access to fixed-

income products for individuals and HNIs, adding a scalable fee-based 
revenue opportunity. 
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5. Scalable Fee Income Engines 

Fee income has become a defining competitive advantage for Northern Arc, 
contributing meaningfully to profitability and reducing dependence on spread 
income. Unlike traditional NBFCs, the company operates a large intermediate 
retail credit business, capital market placements, and management of 
performing credit funds. Over the last several years, this segment has grown 
steadily, with management consistently targeting 80–110 bps of fee and other 
income to RoA—a level significantly higher than peers. The company has done 
placement volume of more than Rs. 1 tn till date across focus sectors, this 
engine provides high-margin, capital-light income that scales without 
leveraging the balance sheet. As AUM and distribution deepen, fee income is 
expected to become an increasingly stable and higher share of total 
profitability. 

 

 

 

6. Positioning NACL on the Valuation Ladder: A Sensible Middle-Ground 

Multiple 

A 1.1x FY28E P/BV multiple reflects Northern Arc Capital’s balanced positioning 
within the NBFC landscape. The company has scaled its AUM at ~21% CAGR and 
maintained GNPA at ~1%, demonstrating strong portfolio discipline despite 
operating across diversified borrower segments. Profitability has normalised, 
with ROE reverting to 9–10% in FY26. Given NACL’s improving operating 
metrics but relatively moderate return profile and episodic credit cost 
fluctuations, the valuation appropriately sits between lower-rated diversified 
lenders and higher-rated high-ROE retail franchises. The assigned multiple 
recognises NACL’s strengthening fundamentals and growth visibility, while 
remaining conservative until ROE expands sustainably and credit costs 
stabilise further. 
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Valuation Methodology: 

 

We initiate coverage with a BUY rating and a price target of INR 344 (1.1X FY28E P/ABV), 
representing an upside of 33% of the CMP of INR 258 over the next 24 months. 
 

 

 

 

Our Bull and Bear Case Scenarios 

 

We have prepared likely Bull and Bear case scenarios for FY28 price, taking different 
P/BV multiples for the company. 

• Bull Case: We have assumed P/BV of 1.3x on FY28E adjusted net worth, 
resulting in a Bull Case price target of INR 407 per share (upside of 57% from 
CMP). 

• Bear Case: We have assumed P/BV of 1x on FY28E adjusted net worth, 
resulting in a Bear Case price target of INR 313 per share (upside of 21% from 
CMP). 
 

Bull & Bear Case Scenario 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: BSE & Ventura Research 

 
 

 

Bull Case Price 

INR 407 per share 

Target Price 

INR 344 per share 

Bear Case Price 

INR 313 per share 

Current Price 

INR 259 per share 

 

 per share 

P/BV of 1.3x on FY28E net worth 

adjusted for net non-performing assets 

P/BV of 1x on FY28E net worth 

adjusted for net non-performing assets 

P/BV of 1.1x on FY28E net worth 

adjusted for net non-performing assets 
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Story in Charts 
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Phases of NACL’s financial performance 

We have analyzed NACL’s financial performance, a period marked by multiple market cycles. 
Throughout, the company has maintained a strong focus on expanding its customer base and 
improving asset quality. 
 

NACL’s Business Performance 

 

 

 
Source: Company reports 
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Phase 2: Diversification, Direct Lending & Technology Scale-Up 

(2015 onward) From 2015 onward, Northern Arc expanded 
aggressively beyond credit solution business into direct to 
customer lending across three focused sectors i.e. consumer 
finance, MSME lending and rural finance. Built robust  proprietary 
tech stack—Nimbus, nPOS, Nu Score and AltiFi to power 
underwriting and distribution.  

Phase 1: Foundation & Structured Finance Innovation (2009–

2014) Northern Arc began in 2009 with a mission to expand credit 
access for underserved households and small businesses. In its 
early years, the Company built deep sectoral expertise across 
Microfinance, MSME, Vehicle, Affordable Housing, Agri and 
Consumer Finance, while pioneering several first-in-India 
structured finance products. Built credit ecosystem for Originator 
Partners to fulfil their credit needs through lending, placement and 
fund management businesses. 
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Valuation and comparable metrics   

 
 
Source: Bloomberg & Ventura Research 
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Favorable Growth and Healthy Return Ratios 

 

 

 

 

Source: Bloomberg and Ventura Research  
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NACL’s Key Ratios (comparison with peers) 

 

 

 

* NACL Credit cost for Q4FY25 & Q1FY26 includes one-time credit cost on account of change in accounting guidance by the RBI  

 

 -

 5,000

 10,000

 15,000

 20,000

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26

AUM(Cr.)

Northern Arc Fedbank MAS Fivestar SBFC

 -

 100

 200

 300

 400

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26

PAT(Cr.)

Northern Arc Fedbank MAS Fivestar SBFC

0%

2%

4%

6%

8%

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26

Credit Cost(%)

Northern Arc Fedbank MAS Fivestar SBFC

0%

2%

4%

6%

8%

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26

Opex(%)

Northern Arc Fedbank MAS Fivestar SBFC

https://pod-on-the-go.web.app/?podcast=lPldIPhFQGAlxHuaIXSZ


    

16 | P a g e  ( 2 n d  D e c  2 0 2 5 )  
 

Click here to LISTEN to our research on Northern Arc Capital Ltd. 

 

 

 

 

0%

2%

4%

6%

8%

10%

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26

ROA(%)

Northern Arc Fedbank MAS Fivestar SBFC

0%

5%

10%

15%

20%

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26

ROE(%)

Northern Arc Fedbank MAS Fivestar SBFC

0%

1%

2%

3%

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26

GNPA (%)

Northern Arc Fedbank MAS Fivestar SBFC

0%

1%

1%

2%

2%

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26

NNPA (%)

Northern Arc Fedbank MAS Fivestar SBFC

https://pod-on-the-go.web.app/?podcast=lPldIPhFQGAlxHuaIXSZ


    

17 | P a g e  ( 2 n d  D e c  2 0 2 5 )  
 

Click here to LISTEN to our research on Northern Arc Capital Ltd. 

 

 

 

 

Source: Bloomberg & Ventura Research 
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NACL’s Financial Summary 

 

  
Source: ACE Equity, Company Reports & Ventura Research 
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NACL’s – Business Overview and Outlook 

NACL’s AUM Scaling Up Through Shift Toward High-Yield 

Direct Lending 

NACL’s AUM increased from INR 7,108 Cr in FY22 to INR 
13,634 Cr in FY25 and is expected to reach INR 24,710 Cr by 
FY28, implying a healthy 21.9% CAGR from FY25–FY28. 
Growth is driven by: 

• MSME: MSME AUM grew from INR 835 Cr in FY22 to INR 
2,574 Cr in FY25, with its share expanding from 12% to 
19%. We expect MSME AUM to reach INR 6,672 Cr by FY28, 
with share rising further to 27%, supported by secured 
MSME lending and NACL’s strong phygital reach. 
 

• Consumer Finance: Consumer finance grew sharply from 
INR 523 Cr in FY22 to INR 3,390 Cr in FY25, with portfolio 
share rising from 7% to 25%. With the continued scaling 
of retail partnerships and digital underwriting, Consumer 
AUM is expected to reach INR 7,907 Cr by FY28, 
contributing 32% of total AUM. 
 

• Rural Finance: Rural AUM expanded from INR 302 Cr in 
FY22 to INR 1,100 Cr in FY25. Rural’s share moved from 4% 
to 8%, and is expected to remain stable around 10% 
through FY28 as NACL deepens presence via the Pragati 
network. 

 

• IR Credit Solutions (IRL): IRL grew from INR 5,449 Cr in 
FY22 to INR 6,570 Cr in FY25, but its share dropped 
sharply from 77% to 48%, and is projected to fall further 
to 31% by FY28 as NACL focus toward higher-yield 
granular retail assets. 

 

NACL’s mix is undergoing a decisive shift, with DCL rising 
from 50% in FY24 to 69% by FY28, positioning the company 
for structurally superior risk-adjusted returns. 

 

Northern Arc’s IRL–DCL Framework: Distribution Leverage Meets High-Yield Direct Lending: 

 

Direct to Customer Lending (DCL): 

DCL involves Northern Arc lending directly to end-borrowers—primarily rural households and MSMEs—through a 
phygital model combining tech platforms with on-ground infrastructure (including Pragati’s branch network). Products 
include rural finance, LAP for MSMEs, and consumer finance. This channel delivers superior risk-adjusted returns and 
deeper market penetration, supported by proprietary tools like Nu Score and nPOS. 
 

Intermediate Retail Lending (IRL): 

Under IRL, Northern Arc lends to a network of Originator Partners such as NBFCs, MFIs, and fintech platforms, or invests 
in their debt issuances/securitized pools. This enables partners to on-lend to retail borrowers. The model helps Northern 
Arc leverage partner distribution, achieve scalable sectoral exposure (MSME, MFI, consumer finance, etc.), and maintain 
strong risk controls through structured credit enhancement and rigorous underwriting. 
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Industry Outlook: NBFC Credit:  

NBFC credit is expected to grow at a CAGR of 15–17% over 
FY24–27E, following a 12% CAGR from FY19–24. The 
sector’s growth is driven by last-mile delivery 
capabilities, flexible loan offerings, and expansion into 
underserved areas. Technology adoption for faster loan 
processing and quick turnarounds will also contribute to 
growth. NBFCs are set to maintain a strong presence in 
India’s credit market, catering to the growing demand for 
credit across diverse segments. 
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NACL’s Borrowing Profile Strengthens with Higher Bank 

Dependence and Rising Offshore Diversification: 

NACL’s borrowings increased from INR 5,983 Cr in FY22 to INR 
9,860 Cr in FY25, driven by expanding AUM and a calibrated 
shift toward stable, longer-tenor liabilities. Borrowings are 
projected to grow at a 24.5% CAGR to INR 19,014 Cr by FY28. 

• Bank Borrowings: Bank funding remains the 
cornerstone, rising from INR 3,470 Cr in FY22 to INR 
6,606 Cr in FY25, with share improving from 58% to 

67%. By FY28, bank borrowings are expected to reach 
INR 12,549 Cr, maintaining a stable 66% share. 

• Offshore FIs & DFIs: Offshore/DFI borrowings grew 
from INR 1,855 Cr in FY22 to INR 2,662 Cr in FY25, with 
share moving from 31% to 27%. They are estimated to 
reach INR 4,944 Cr by FY28, holding 26% of 
borrowings. 

• NBFC & DCM: Borrowings moved from INR 658 Cr in 
FY22 to INR 592 Cr in FY25, with share stabilizing at 6–

8%. By FY28, this segment is expected to grow to INR 
1,521 Cr, contributing 8% of total borrowings as NACL 
selectively taps DCM and NBFC lines for incremental 
flexibility. 

•  

 

MSME Outlook: 

MSME credit demand in India was INR138 trillion in FY24, 
with a credit gap of INR103 trillion. The formal MSME 
lending market stood at INR35 trillion and is expected to 
expand to INR58–60 trillion by FY27.  

Secured MSME loans under INR0.5 million are projected 
to grow at 18–20% CAGR over FY24–27E. Government 
support, digitalization, and better data for risk 
assessment will boost growth, alongside increasing 
lender focus on the segment. 
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NACL’s NII has grown sharply from INR 318 Cr in FY21 to 
INR 1,513 Cr in FY25, driven by rising yields and the 
increasing share of high-margin Direct to Customer 
Lending. NII growth remained consistently strong, 
ranging between 50–57% during FY22–FY24, before 
normalizing to 30% in FY25.  

We expect NII to reach INR 3,035 Cr by FY28, reflecting a 
healthy 26% CAGR over FY25–FY28 as lending spreads 
continue to strengthen.  

Beyond Lending: How NACL’s Multi-Channel Engine Creates a Powerful Fee + Interest Income Flywheel 

NACL operates far beyond a traditional lender. While its two core lending segments— Direct to Customer Lending (DCL) 
and Intermediate Retail Lending (IRL) drive on-balance-sheet interest income, the company has built a multi-channel 
revenue model that combines lending, syndication, asset management, and technology to create a durable, diversified 
income engine. 

1. Placements: A High-Velocity Syndication Marketplace 

Through its proprietary platform Nimbus, NACL structures and syndicates debt solutions for Originator Partners by 
tapping into a wide network of Investor Partners, including banks, DFIs, mutual funds, insurers, and HNIs. 
This includes securitizations, direct assignments, guarantees, and structured debt. The Company earns professional fees, 
creating an annuity-like income stream. In FY25, Placements volume reached INR 12,393 Cr, highlighting the scale of this 
marketplace model. 

2. Fund Management: Building an Alternative Debt Asset Manager 

Through its subsidiary NAIM, NACL manages multiple AIFs and PMS mandates focused on mid-market credit. 
As of Sep-2025, NAIM managed INR 3,198 Cr across 12 AIFs and offered PMS services to over 1400+ investors. This 
channel generates management and performance fees, positioning NACL as a scaled debt asset manager—not just a 
lender. 

3. Future Tech Monetization: Turning Data & Platforms into Revenue 

NACL plans to monetize its proprietary tech stack—Nimbus, nPOS, Nu Score, and the expanding AltiFi wealth platform. 
AltiFi aims to evolve into a full-spectrum retail wealth marketplace offering savings products, FDs, CPs, mutual funds, and 
insurance (with NACL already registered as a composite insurance corporate agent).This creates a long-term path for 
recurring tech and platform fees. 

 

NII and Non-Interest Income 

NACL’s yield on  AUM has strengthened materially, rising 
from 14.2% in FY22 to 17.4% in FY25, driven by a shift toward 
higher-yield Direct to Customer Lending. Yields are 
expected to further increase to 17.6% by FY28.  

Cost of funds moved from 5.1% in FY22 to 7.1% in FY25 but 
remains well-contained despite a larger balance sheet, 
stabilizing at 7.5% over FY26–FY28. As a result, Net Interest 
Margin expanded from 8.0% in FY22 to 10.4% in FY25 and is 
projected to reach 10.6% by FY28, reflecting continued 
portfolio repricing and mix improvement. 

 

https://pod-on-the-go.web.app/?podcast=lPldIPhFQGAlxHuaIXSZ


    

22 | P a g e  ( 2 n d  D e c  2 0 2 5 )  
 

Click here to LISTEN to our research on Northern Arc Capital Ltd. 

 

 

 

 

  

  

0

10

20

30

40

50

60

 -

 500

 1,000

 1,500

 2,000

 2,500

 3,000

FY22 FY23 FY24 FY25 FY26E FY27E FY28E

Pre provision operating profit PPOP (%)

Cost to inocme(%)

-10

0

10

20

30

40

50

0

200

400

600

800

1,000

FY22 FY23 FY24 FY25 FY26E FY27E FY28E

Net profit YoY Growth (%)

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

0

50

100

150

200

250

300

350

400

FY22 FY23 FY24 FY25 FY26E FY27E FY28E

Gross NPA Gross NPA (%)

0.0

0.1

0.2

0.3

0.4

0.5

0.6

0

20

40

60

80

100

120

140

160

FY22 FY23 FY24 FY25 FY26E FY27E FY28E

Net NPA Net NPA (%)

Improving PPOP Driven by Scale and Margin 

Expansion 

NACL’s pre-provision operating profit (PPOP) rose from 
INR 232 Cr in FY21 to INR 791 Cr in FY25, supported by 
strong NII growth and operating leverage. PPOP margins 
initially moderated from 35.6% in FY21 to 27.5% in FY23 
due to higher investments in distribution and technology 
but recovered meaningfully to 33.6% in FY25. We expect 
margins to further expand to 35.9% by FY28 as the high-
yield retail portfolio scales. Cost-to-income(excluding 
fee and commission expenses)  improved  to 36% in FY25 
and further expected to improve to 28% by FY28. 

Outlook for Net Profit Expansion 

NACL’s net profit increased from INR 74 Cr in FY21 to INR 
317 Cr in FY24, supported by strong NII growth and 
improving operating efficiency. FY25 saw a temporary 5% 
decline to INR 301 Cr due to elevated credit costs, which 
include one time impact of INR 68 Cr on account of 
change in DLG accounting, but profitability is expected to 
rebound sharply from FY26. Net profit is projected to rise 
to INR 793 Cr by FY28, reflecting a strong 38% CAGR over 
FY25–FY28. With credit costs normalizing and DCL-driven 
margins expanding, earnings momentum strengthens 
meaningfully, positioning NACL for sustained profitability 
improvement. 

Asset Quality Remains Comfortable Despite Retail 

Mix Expansion 

GNPA and NNPA: 

NACL’s asset quality has remained broadly stable even as 
the portfolio shifts toward higher-yield retail assets. 
Gross NPAs increased from INR 35 Cr in FY22 to INR 126 Cr 
in FY25, with the GNPA ratio rising from 0.50% to 0.90%, 
driven largely by the scale-up of Direct to Customer 
Lending. Despite this, GNPA levels remain modest relative 
to the risk profile. Net NPAs increased from INR 12 Cr to 
INR 49 Cr over the same period, while the NNPA ratio 
stayed contained between 0.1%–0.4%, reflecting strong 
recovery performance and conservative provisioning. 

Provision Coverage Ratio:  

PCR has fluctuated, improving meaningfully to 75% in 
FY24 before stabilizing around 56–65% during FY25–
FY28E. As NACL deepens its retail presence, GNPA is 
expected to inch up to 1.40% by FY28, with NNPA at 0.6%, 
still comfortably within sector norms. Strong 
underwriting, co-lending frameworks, FLDG comfort  and 
data-driven monitoring continue to anchor portfolio 
quality. 
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Building Stronger Returns: NACL's Path Forward 

NACL’s return ratios have improved steadily, reflecting 
stronger margins, operating leverage and expanding 
retail assets. RoAA rose from 1.2% in FY21 to 2.9% in FY24, 
before moderating to 2.4% in FY25 due to higher credit 
costs, mainly due to one time credit cost of INR. 68 cr. on 
account of change in DLG accounting norms. With 
profitability normalizing, RoAA is expected to expand to 
3.5% by FY28, supported by rising NIMs and a richer DCL 
mix. RoAE improved from 4.3% in FY21 to 14.4% in FY24, 
dipping to 10.6% in FY25, due to equity raise of INR 882 Cr,  
but is projected to strengthen meaningfully to 16.5% by 
FY28 as the Company scale the AUM. 

Strong Capital Position Provides Ample Headroom for 

Growth:  

NACL maintains a robust capital position, comfortably 
supporting its expanding retail loan book. Capital Adequacy 
Ratio (CAR) improved sharply to 24.7% in FY25, up from 18.3% 
in FY24, and is projected to remain stable through FY28 as 
internal accruals strengthen. Tier I capital, the core 
component, rose to 23.5% in FY25 and is expected to stay 
steady, providing significant buffer for growth in high-yield 
DCL segments. Tier II capital remains modest at 1.2%, 
reflecting a conservative leverage profile. Overall, NACL’s 
capital structure remains strong, enabling sustained AUM 
expansion without near-term capital-raising pressure. 

 

Let me know if you want a one-line exhibit caption or 
integration into the investment thesis. 
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Management Team 
 

Name Designation Details 

Ashish Mehrotra 
Managing Director & 

CEO 

Mr. Ashish Mehrotra has previously served as the MD & CEO of Max Bupa Health 

Insurance and as the MD and Retail Bank Head at Citibank India. He brings a 

wealth of leadership experience in both the banking and insurance industries. 

Atul Tibrewal 
Chief Financial 

Officer (CFO) 

Mr. Atul Tibrewal has over 22 years of experience in finance. He has previously 

worked with Magma Fincorp and Birla Corporation 

Pardhasaradhi 

Rallabandi 

Chief Group Risk 

Officer & Governance 

Head 

Mr. Pardhasaradhi Rallabandi has over 31 years of experience in banking, having 

previously worked at Standard Chartered Bank 

Gaurav Mehrotra 
Chief Technology 

Officer 

Mr. Gaurav Mehrotra has over 26 years of experience in technology. He has 

previously worked with JP Morgan, Goldman Sachs, and Infosys, focusing on 

technology strategy, innovation, and digital transformation. 

Amit Mandhanya 

Chief Business 

Officer – Partnership 

Based Lending 

Mr. Amit Mandhanya has over 17 years of experience in lending and financial 

services. He previously worked with Micro-Credit Ratings International 

Limited, specializing in lending operations and credit ratings. 

Saurabh Jaywant Chief Legal Officer 
Mr. Saurabh Jaywant has over 22 years of experience in financial services and 

has previously worked with ICICI Bank 

Jagadish Babu 

Ramadugu 

Managing Director & 

CEO (Pragati) 

Mr. Jagadish Babu Ramadugu brings over 28 years of experience in finance and 

management. He has previously worked with Vaya Finserv, Hindustan Coca-

Cola, Spencers, and Asian Paints. 

Umasree Parvathy 

Pratap 
Chief People Officer 

Ms. Umasree Parvathy Pratap has over 37 years of experience in human 

resources management. She has previously worked with Matrimony, Invesys, 

and Spencers. 

Sandeep Singh 
Head- Intermediate 

Retail 

Mr. Sandeep Singh has over 25+ years of experience, Previously associated with 

India Ratings & Research  

Prakash Panda 
Company Secretary 

& Compliance Officer 

Mr. Prakash Panda has over 16 years of experience in compliance and legal 

functions. He has previously worked with Tamilnad Mercantile Bank and Apollo 

Hospital.\ 

Bhavdeep Bhatt 

CEO – Northern Arc 

Investment 

Managers 

Mr. Bhavdeep Bhatt has over 29 years of experience in asset management. He 

has previously worked with Aditya Birla Sunlife AMC, ICICI Prudential AMC, and 

Kotak AMC. 

Chetan Tivary 
Chief Internal Audit 

Officer 

Mr. Chetan Tivary has 30 years of experience in audit and risk management. He 

has worked with Mashreq Bank, HSBC Ltd, DCB Bank, and ABN AMRO Bank. 

Vipin G S 
Chief Compliance 

Officer 

Mr. Vipin G S brings over 24 years of experience in finance and compliance. He 

previously worked with Manappuram Finance. 

Moushumi Mandal 
Deputy Chief People 

Officer 

Ms Moushumi Mandal has 25+ years of experience, previouslyshe was  

associated with National Stock Exchange (NSE) 

Priyashis Das 

Chief Executive 

Officer - Northern 

Arc Securities 

Mr. Priyashis Das has over 25 years of experience, previously he was associated 

with DBS, Citibank, ABN and Tata AIA 

 

Source: Company reports 
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Board of Director 
 

Name Designation Details 

Mr. P S Jayakumar 

Chairman & Non-

Executive 

Independent 

Director 

Mr. P S Jayakumar is the former MD & CEO of Bank of Baroda and 

has approximately 30 years of experience in banking and financial 

services. He has an extensive background in leading large public 

sector banks. 

Mr. Ashish Mehrotra 
Managing Director 

& CEO 

Mr. Ashish Mehrotra has previously served as MD & CEO of Max 

Bupa Health Insurance and as MD and Retail Bank Head at Citibank 

India. He brings extensive experience in leadership across the 

banking and insurance sectors. 

Dr. Kshama Fernandes 

Non-Executive, 

Non-Independent 

Director & Vice-

Chairperson 

Dr. Kshama Fernandes has been associated with NACL for many 

years and has approximately 25 years of experience in financial 

services and corporate governance. She has played a key role in 

strategic growth initiatives. 

Mr. Ashutosh Arvind 

Pednekar 

Non-Executive 

Independent 

Director 

Mr. Ashutosh Arvind Pednekar is a practicing Chartered 

Accountant with over 30 years of experience in finance and 

accounting. He has worked extensively in audit, compliance, and 

financial management. 

Ms. Anuradha Rao 

Non-Executive 

Independent 

Director 

Ms. Anuradha Rao has about 36 years of experience in banking, 

including her tenure as the MD & CEO of SBI Funds Management. 

She brings deep expertise in financial services, asset 

management, and corporate governance. 

Mr. Vijay Chakravarthi 
Non-Executive 

Nominee Director 

Mr. Vijay Chakravarthi is the Partner at Affirma Capital and has 

held the role of Executive Director for Private Equity at Standard 

Chartered Bank. He brings expertise in private equity, investment 

banking, and financial markets. 

Mr. Michael Jude Fernandes 
Non-Executive 

Nominee Director 

Mr. Michael Jude Fernandes co-leads Leapfrog Investments for 

South & Southeast Asia and has about 20 years of experience in 

private equity and investment management across emerging 

markets. 

Mr. Sandeep Dhar 

Non-Executive 

Independent 

Director 

Mr. Sandeep Dhar has over 35 years of experience in the BFSI and 

IT services sectors. He has expertise in risk management, 

technology integration, and digital transformation within financial 

institutions. 

 

 

Source: ACE Equity, Company Reports & Ventura Research 
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FY25 Annual Report Takeaways 

We analyzed the FY25 annual report, and our key observations are as follows: 
 

Key Financial Highlights 

NACL saw a strong 16.4% YoY growth in Assets Under Management (AUM), rising 
from INR 11,710 crore to INR 13,634 crore. Total income increased by 23% YoY, 
reaching INR 2,355 crore on a consolidated basis. Net Interest Income (NII) rose 
by 31.77%, while Pre-Provision Operating Profit (PPOP) grew by 45.7%. Excluding 
one-time provision impact, adjusted PAT rose by 15.4%, signaling operational 
strength. The Capital Adequacy Ratio (CRAR) improved significantly to 24.72%, 
with a strong asset quality showing GNPA at 0.9%. 
 
Operational and Strategic Highlights: 

FY24-25 marked a transformative year for NACL, securing INR 382 crore in equity 
infusion in pre IPO round and completing a successful IPO raising INR 777 Cr. 
(primary equity of Rs. 500 Cr.). It continued its shift towards Direct-to-Customer 
(D2C) lending, growing its D2C portfolio by 21.1% YoY to INR 7,064 crore, now 
representing 51.8% of AUM. Additionally, it expanded its branch network to 360 
locations, focusing on efficiency by consolidating unproductive branches. NACL 
proactively managed risk by reducing its exposure to the rural finance sector by 
27.2%. 
 
Technology & Digital Transformation: 

NACL made significant investments in technology to enhance credit decision-
making and operational efficiency. Key platforms like NuScore and Nimbus have 
been instrumental in improving risk models and facilitating better credit flows. 
The Altifi platform scaled to over 45,000 users, transacting INR 303 crore in FY 
2024-25, making it a key driver in democratizing retail participation in fixed-
income products. Additionally, CrediTech refocused its efforts on providing 
advanced technological solutions in credit delivery.  
 
ESG Initiatives: 

NACL’s commitment to Environmental, Social, and Governance (ESG) principles 
remains strong, contributing to 9 UNSDGs. The company implemented several 
ESG-driven initiatives, with CSR spending totaling INR 6.09 crore. Key areas 
included Education (25%), Environment & Sustainability (44%), and Health (31%). 
The company also adopted new policies, including an Environment & Climate 
Change Policy, and aims to expand its green initiatives and improve social 
inclusion efforts in the future. 
 
Dividend Recommendation:  

The Board decided not to recommend a dividend for FY 2024-25, opting instead 
to reinvest funds into the business for continued growth.  
 

 Auditor’s qualifications and significant notes to accounts 

In the auditor’s opinion, the financial statements of NACL for the year ended 31 
March 2025 have been prepared in accordance with the Companies Act, 2013 and 
conform to Indian Accounting Standards (Ind AS). These financial statements 
provide a true and fair view of the company’s situation and comply with the 
relevant provisions of the Act. 
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Business Risks 

 
Credit Risk: Risk of borrower default due to economic downturns or inadequate 
credit assessment, leading to increased NPAs and provisioning. NACL mitigates 
this with thorough credit assessments and secured loans. 
 

Liquidity Risk: Risk of failing to meet short-term obligations due to mismatched 
assets and liabilities or market constraints. Managed through experienced treasury 
professionals and long-term fund sourcing. 
 
Operational Risk: Risk from internal failures or human errors disrupting business 
continuity or causing financial losses. NACL mitigates this with robust operational 
systems and agile processes. 
 

Market Risk: Risk of fluctuating interest rates or economic conditions affecting 
borrowing costs and loan demand. NACL manages this by adjusting interest rates 
and evaluating market trends. 
 
Cybersecurity and IT Risk: Risk from IT system failures affecting financial controls 
and data privacy. Managed through a comprehensive cybersecurity framework and 
data protection policies. 
 

Source: ACE Equity, Company Reports & Ventura Research 
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Source: ACE Equity, Company Reports & Ventura Research 

NACL’s quarterly and annual performance 
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NACL’s financials & projections 

 

 
 
Source: Company Reports & Ventura Research 
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Rating Methodology 

 

We rate stocks on the 2 years absolute return basis. 

 

Rating Criteria Definition 

BUY >= 20% Target price is equal to or more than 20% of CMP 
HOLD >= 0% to < 20% Target price is more than CMP but less than 20% of CMP 
SELL <= 0% (negative return) Target price is less than CMP 
NOT RATED No recommendation No target 
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