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Retail Research : IPO Note

Sector : NBFC

Price Band (INR) : ₹122 to ₹129

Issue Type : Bookbuilding IPO

About The Company

Ye company ek NBFC – Middle Layer hai. Matlab bank nahi hai, 
lekin bank jaisa kaam karti hai  loan dena. Company ka main 
focus micro aur small businesses par hai, jaise chhoti 
manufacturing units, traders, service providers (garage, repair 
shop, dukaan) aur allied agriculture businesses jaise dairy aur 
poultry. Ye mostly un logon ko loan deti hai jinka annual turnover 
₹20 lakh se ₹1 crore ke beech hota hai, jo semi-urban areas me 
kaam karte hain, jinke paas 5 ya usse kam employees hote hain 
aur jo kam se kam 2 saal se business chala rahe hote hain.

Company ka average loan size sirf ₹1.5 lakh hai, matlab ye 
small-ticket, high-volume lending ka business hai. Company 
secured aur unsecured dono type ke loans deti hai. 
Hypothecation loans me stock, machinery ya working assets ke 
against chhote loans (<₹5 lakh) diye jaate hain, jabki Loan 
Against Property (LAP) me ghar ya shop girvi rakhkar ₹3–10 lakh 
tak ke bigger loans milte hain. Small loans se yield high hoti hai 
aur property loans se stability aur longer tenure milta hai  dono 
ka mix business ko balanced banata hai.

Ye company sirf balance sheet ya ITR par depend nahi karti, 
kyunki micro businesses zyada tar cash-based hote hain aur 
proper books maintain nahi karte. Is problem ka solution 
company ne Business Cluster Based Underwriting ke through 
nikala hai. Company ne India ke 70+ business clusters study 
kiye hain  jaise Agra ke shoe makers, Patna ke garment traders, 
Channapatna ke wooden toy makers, dairy clusters, etc. Har 
cluster ke margins, cash cycle, seasonality aur risk points 
company ko pata hote hain. Is data ke basis par company actual 
cash flow estimate karti hai. Ye model copy karna mushkil hai, 
isi liye ye ek strong moat banata hai.

Company ka model na sirf digital hai, na sirf physical  balki dono 
ka combination hai. Physical side par 499 branches, local staff 
aur field verification hoti hai, jisse local language aur ground 
understanding ka fayda milta hai. Digital side par 100% 
paperless loans, ML/AI based underwriting aur auto collections 
(NACH/ACH) use hote hain. 97% loans e-sign se hote hain, 91% 
customers NACH registered hain aur 32% loans straight-through 
AI models se approve ho jaate hain. Iska result hai low cost, fast 
disbursement aur easy scalability.

Company ka collections framework kaafi strong hai. Ye 3-tier 
system follow karti hai  pehle digital reminders (SMS, voice 
bots), phir tele-calling (244 callers), aur last me field collection 
(4000+ staff). AI/ML model decide karta hai kaunse customer ko 
call karna hai, kaunse par visit chahiye aur kaunse case me 
legal action lena hai. Is disciplined approach ka result ye hai ki 
Stage-2 assets sirf 1.67% hain, jo industry me lowest levels me 
se ek hai. Small ticket loans aur monthly EMI structure se 
control bana rehta hai.

Company ne last kuch saalon me aggressive growth dikhayi hai. 
FY22 se FY24 ke beech AUM 60%+ CAGR se grow hua. FY24 me 
AUM ₹44,633 crore tha, jo Sept-24 tak ₹49,798 crore pahunch 
gaya. Customer base bhi FY22 ke 1.9 lakh se badhkar FY24 me 
4.5 lakh aur Sept-24 me 5.08 lakh ho gaya. Total AUM ka 42% 
repeat customers se aata hai, jo trust aur better asset quality ka 
signal deta hai.

Company 18 states aur 3 UTs me present hai. Koi bhi single 
state AUM ka 15% se zyada contribute nahi karta aur top 3 
states milkar bhi 40% se kam AUM banate hain. Industry me 
generally ye number 70% ke aas-paas hota hai. Is diversification 
ka fayda ye hai ki flood, election ya kisi ek state ke slowdown ka 
impact overall business par kam padta hai.
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About The Company

Company ka ROA lagbhag 4.3% hai, jo NBFCs ke liye kaafi strong mana jaata hai. ROE FY22 me -7% tha, jo FY24 me 17% aur Sept-24 
me 15% ho gaya. Ye clearly dikhata hai ki jaise-jaise scale badh raha hai, operating leverage kick-in ho raha hai aur profitability improve 
ho rahi hai.

Company ke paas 83 lenders ka diversified base hai  banks, NCDs, ECBs aur securitization sab include hain. Cost of borrowing FY22 
me ~13% thi, jo FY24 me girkar ~11.4% ho gayi hai. Credit rating A/A+ trajectory par hai. Jaise-jaise scale aur stability badhegi, 
borrowing cost aur kam hogi, jisse margins aur improve honge.

Company ke founders IIT aur IIM background se hain aur leadership team me HSBC, Standard Chartered, ICICI aur Bajaj Finance jaise 
institutions ka experience hai. Investors me Elevation Capital, CapitalG (Google), British International Investment, A91 aur Alpha Wave 
jaise reputed names shamil hain. Iska matlab hai strong governance aur long-term execution par smart money ka bharosa.

Company ka poora tech stack cloud-based hai  LOS, LMS aur CMS systems ke saath advanced data science models use hote hain. Ye 
models default prediction, repeat loan risk, early payment behaviour aur bureau screening me kaam aate hain. Aaj ke time par 32% 
loans straight-through processing se approve ho jaate hain, jo scalability aur efficiency ka clear indicator hai.

AYE FINANCE 

RISK

 Key Risks – Point Wise Explanation (Investor Lens)
1️⃣ Borrower Default Risk 

Company ka core business lending hai. Agar borrower EMI pay nahi karta ya default karta hai, to interest income ruk jaati hai, NPAs 
badhte hain aur profitability hit hoti hai. Micro MSME segment me income irregular aur cash-based hoti hai, isliye default risk 
structurally high rehta hai.

2️⃣ Incorrect / Incomplete Information Risk 

Customers ka income, business size aur property data largely self-declared ya third-party verified hota hai. Agar data misleading ho ya 
property title clear na ho, to company galat credit decision le sakti hai  jo micro lending ka inherent risk hai.

3️⃣ Asset Quality Deterioration Risk 

Agar GNPA ya Stage-3 assets badhte hain aur provisioning sufficient nahi rahi, to profits aur capital adequacy dono par pressure aata 
hai. NBFC ke liye asset quality hi survival ka base hota hai.

4️⃣ High Unsecured Loan Exposure 

Unsecured loans AUM ka ~30–41% hissa hain. Economic slowdown me sabse pehle unsecured book stress me aati hai. High yield ke 
saath high risk ka trade-off clearly present hai.

5️⃣ Interest Rate Risk 

Company short-term aur long-term borrowings par depend karti hai. Agar funding cost fast badhe aur lending rates turant revise na ho 
paaye, to Net Interest Margin (NIM) squeeze ho jaata hai.

6️⃣ Capital Availability Risk 

NBFC growth ke liye lagataar debt aur equity capital chahiye. Agar market tight ho, lenders cautious ho jaayein ya credit rating 
pressure me aaye, to growth slow ho sakti hai.

7️⃣ Growth Execution Risk 

Rapid expansion (new branches, geographies, products) ke saath control loose hone ka risk hota hai. Underperforming branches aur 
high fixed costs profitability ko hurt kar sakte hain.

8️⃣ Operational Efficiency Risk 

Cost control, employee productivity aur technology adoption agar effective na raha, to operating expenses badhenge aur ROA/ROE 
par negative impact padega.

9️⃣ Financing Covenants Risk 

Borrowings ke saath capital ratios aur NPA limits jaise covenants attached hote hain. Covenant breach par penalties, loan recall ya 
reputation damage ka risk hota hai.
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RISK

 New Branch Break-Even Risk 

Har naya branch shuru me loss banata hai. Agar location ya local staff weak hua, to branch profitability aur overall margins impact 
hote hain.

1️⃣1️⃣ RBI Inspection & Compliance Risk 

NBFC-ML hone ke kaaran RBI regular inspections hoti hain. Compliance gaps ya weak processes par penalties, business restrictions 
ya growth cap lag sakta hai.

1️⃣2️⃣ Collateral Recovery Risk 

Mortgage aur hypothecation loans me property valuation kam ho sakti hai ya legal disputes aa sakte hain, jisse recovery delay aur 
haircut ka risk hota hai.

1️⃣3️⃣ Legal & Regulatory Proceedings Risk 

Company ya directors par adverse legal verdict aane par financial loss, reputation damage aur regulatory scrutiny badh sakti hai.

1️⃣4️⃣ Technology Disruption Risk 

Fintech players better tech aur faster approvals ke saath competition badha rahe hain. Tech upgrade slow hua to competitive position 
weak ho sakti hai.

1️⃣5️⃣ Auditor Remarks Risk 

Past audit remarks (FY22 emphasis of matter, FY24 observations) internal controls ya accounting issues ka signal dete hain — investor 
ko closely monitor karna chahiye.

1️⃣6️⃣ Regulatory Change Risk 

RBI ke capital norms, provisioning rules ya lending restrictions me change NBFC profitability ko directly impact kar sakte hain.

1️⃣7️⃣ Negative Operating Cash Flow Risk 

Agar accounting profit ke bawajood cash generation weak rahi, to growth debt-dependent ho jaata hai aur liquidity risk badhta hai.

1️⃣8️⃣ No Identifiable Promoter Risk 

Clear promoter structure na hone se “skin in the game” aur long-term accountability par governance concerns raise hote hain.

1️⃣9️⃣ Asset–Liability Mismatch Risk 

Short-term borrowing aur long-term lending ka mismatch liquidity stress create kar sakta hai, especially funding rollover risk me.

2️⃣0️⃣ Employee Cost & Attrition Risk 

Large field force ke kaaran salary inflation aur attrition cost control ko challenging bana dete hain.

2️⃣1️⃣ Seasonality Risk 

MSME businesses festive seasons me strong aur off-season me weak hote hain, jisse EMI delays aur income volatility aa sakti hai.
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DETAILS OF CRAR AND OTHER KEY METRICS

PORTFOLIO AT RISK OVER 90 DAYS RATES (STAGE 3 GNPA) AND ROTA RATIOS

COLLECTION EFFICIENCY AND PORTFOLIO AT RISK OVER 30 DAYS RATES
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AYE FINANCE 

CERTAIN INFORMATION OF BRANCH NETWORK BY STATE AS OF SEPTEMBER 30,2024

CERTAIN INFORMATION IN RELATION TO DISBURSEMENTS IN UNSECURED HYPOTHECATION 
LOAN SEGMENT

CERTAIN INFORMATION IN RELATION TO DISBURSEMENTS IN HYPOTHECATION LOAN 
SEGMENT
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CERTAIN INFORMATION IN RELATION TO DISBURSEMENTS IN MORTGAGE LOAN SEGMENT

CERTAIN INFORMATION IN RELATION TO DISBURSEMENTS IN SARAL PROPERTY LOAN 
SEGMENT
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AYE FINANCE 

COLLECTION STRATEGY COMPRISES A THREE-TIERED-IN-HOUSE COLLECTION 
INFRASTRUCTURE
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DISCLAIMER

Ye research report sirf educational aur informational purpose ke liye prepare ki gayi hai. Ye public circulation, 
commercial use, ya buy/sell/hold recommendation ke liye nahi hai. Isme jo information use ki gayi hai wo publicly 
available sources par based hai jo reliable mani jati hain, lekin koi independent verification nahi kiya gaya hai aur na hi 
iska accuracy, completeness ya reliability guarantee kiya jata hai.
 Is report me diye gaye views aur opinions sirf author ke hain, kisi bhi affiliated institution ke nahi. Author ek SEBI 
registered research analyst nahi hai, aur ye report kisi bhi tarah ka investment advice ya financial instrument me invest 
karne ka solicitation nahi hai. Readers ko strongly advise kiya jata hai ki wo apna khud ka due diligence karein aur kisi 
licensed financial advisor se consult karke hi investment decisions lein. 
Is report me mention kiye gaye securities me market volatility, currency fluctuation aur economic conditions jaise risks 
ho sakte hain. Author ke pass securities me position ho bhi sakti hai aur nahi bhi. Author kisi bhi financial loss ke liye 
responsible nahi hoga jo directly ya indirectly is report ke use se hoga. Ye document bina author ki written consent ke 
distribute, publish ya reproduce nahi kiya ja sakta. Is report ko access karna ye imply karta hai ki aap is disclaimer aur 
terms ko agree karte ho
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