
 

 

 

 

Sec/SE/625/2019-20 

Date: November 28, 2019 

 

1. National Stock Exchange of India Ltd. 

Exchange Plaza 

Bandra (E), Mumbai – 400051 

Tel: 2659 8235/8452 

Fax No.: 2659 8237-38 

NSE Symbol: MANAPPURAM 

2. BSE Limited 

Corporate Relationship Dept. 

Dalal Street, Mumbai – 400001 

Tel: 2272 1233/8058 Extn- 8013 

Fax No. 2272 2037/2039/ 2041/2061 

Scrip Code No. 531213 

 

Sub: Intimation under Regulation 30 of the Securities and Exchange Board of India (Listing 

Obligations and Disclosure Requirements) Regulations, 2015, as amended (the “Listing 

Regulations”) 

Ref: Sec/SE/ 535 /19-20 Outcome of Board Meeting held on 06th November 2019, 

Sec/SE/604/2019-20 dated 26th November 2019 & Sec/SE/607/2019-20 dated 27th November 

2019 

 

Dear Sir/Madam, 

 

Pursuant to Regulation 30 and other applicable provisions of the Listing Regulations and in 

continuation to the above referred intimations we wish to inform you that on 27th November 2019 

international credit rating agencies viz Fitch Ratings and S&P has assigned the following ratings 

to the Company for the proposed issue of debt instruments in the form of US dollar denominated 

senior notes bonds (the “Notes”) by the establishment of a Euro medium term note 

programme(“EMTN Programme”):  

 



 

 Rating Agency  Type  Rating  remarks 

S&P Global Ratings Issuer Rating 

 

‘BB-' Long Term and 

‘B’ Short Term with 

‘Stable’ Outlook 

New rating 

Fitch Ratings  Long Term Foreign 

Currency Issuer Default 

Rating  

Long Term Local Currency 

Issuer Default Rating  

BB – Stable 

(Double B Minus 

Stable) 

 

New rating 

 

Kindly take the above disclosure on your record. 

Yours faithfully, 

 

For Manappuram Finance Limited  

 

 

 

Manoj Kumar VR,  

Company Secretary 
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Overview

- Manappuram is a well-known and sizable lender against gold jewelry and ornaments, although
its business is small and concentrated. It maintains significant capitalization and strong
profitability, tempered by rapid growth in relatively new sectors and operational risks inherent
in its business.

- The India-based company's funding is predominantly short-term wholesale and it relies on
strong short-term cash flows and committed bank lines to meet these commitments.

- On Nov. 27, 2019, S&P Global Ratings assigned its 'BB-' long-term and 'B' short-term issuer
credit ratings to Manappuram.

- The stable outlook on Manappuram reflects our view that the company will largely maintain its
financial profile over the next 12 months, despite a challenging environment.

Rating Action

On Nov. 27, 2019, S&P Global Ratings assigned its 'BB-' long-term issuer credit rating to
Manappuram Finance Ltd. The outlook is stable. We also assigned our 'B' short-term issuer credit
rating to the India-based finance company.

Rationale

The rating on Manappuram reflects the company's exposure to economic risk in India, its only
market. We believe Indian finance companies face greater operating risk than banks because they
usually have no access to central bank funding, and have less onerous
regulations--notwithstanding some regulations on capital adequacy, asset quality, and
asset-liability management. Gold financing companies are subjected to additional regulations
such as loan-to-value restrictions and higher capital for lending against gold. Several finance
companies in India have created strong niches, domain expertise, and economies of scale to
support revenue stability and mitigate competitive pressure. Our starting point for rating financial
companies in India is therefore 'bb'.
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Manappuram is a nonbank finance company that focuses on lending against gold across India.
The loan portfolio is heavily skewed toward loans against gold jewelry and ornaments (67%;
bullions and coins are not allowed by regulation), supplemented by microfinance (20%) and other
lending. About 40% of the company's lending against gold is conducted online. Similar to other
finance companies in India, Manappuram is looking to capitalize on growth opportunities beyond
its core competency. These include insurance broking, microfinance, as well as auto, affordable
housing, and small and midsize enterprise (SME) loans. The company is focused on servicing
customers of similar socioeconomic backgrounds who do not have readily available financing from
other formal lenders.

Total loans of about Indian rupee (INR) 194 billion (US$2.8 billion) make Manappuram
commensurate with peers such as Hero FinCorp Ltd. at INR197 billion (US$2.8 billion) and
Muthoot Finance Ltd. at INR383 billion (US$5.3 billion). However, it is small compared with peers
such as Bajaj Finance Ltd. at INR1,125 billion (US$16.1 billion) and Shriram Transport Finance Co.
Ltd. at INR1,045 billion (US$14.9 billion).

Despite an estimated market share of about 5% of total gold lending, it is still a relatively
well-known brand in India. While its closest specialized gold lender peers are Muthoot Finance
(12%) and Muthoot Fincorp (5%), there remains huge competition from banks and unregulated
financiers in this highly fragmented market. We note that the main nonbank finance companies
hold relatively large market shares in gold lending. The competitive landscape is even more
intense in nongold lending, in our view.

Similar to other nonbank financial institutions (NBFIs) in India, Manappuram leverages its core
business' balance sheet and strong cash flows to expand organically and inorganically (e.g.
Asirvad Microfinance Ltd.). Investments into sectors such as affordable housing do offer some
diversification, but the company's long-term success in these sectors remains to be seen, given
the influx of other new competitors. In our view, these nongold businesses pose greater credit risk
and business cycle fluctuations than loans against gold. The company is making investments in
technology to improve the oversight and controls for these businesses.

Manappurram's current managing director and CEO, Shri. V.P. Nandakumar, and his wife are the
main promoters with about a third of outstanding shares. Apax Partners LLP's 10% shareholding
is the largest single holding outside of the promoters, granting it a seat on the board, with Baring
Private Equity Partners India Ltd. maintaining the only other material single holding of 9%. In our
view, the promoter's stake and position as the head of the company grant him significant
influence over the company and its strategic direction. This is somewhat tempered by the sizable
voting block of foreign portfolio investors, including Apax's seat on the board.

In our view, Manappuram's management has the necessary skills and experience to ensure the
long-term sustainability of the gold loan business. The acquisition of companies and management
who have the skills and experience in running nongold lending businesses temper the risks of
greenfield expansion.

We forecast Manappuram will sustain an extremely high risk-adjusted capital (RAC) ratio at over
30% for the next 12 to 18 months. The RAC ratio was 30.8% as of March 31, 2019. We expect the
high-return gold and microfinance portfolios to help sustain capitalization despite rapid growth.
We forecast the RAC will remain between 31%-35% over the next two years.

Our RAC ratio takes into account 70% of the value of collateral held against gold loans, which is in
line with our criteria but is different to the Reserve Bank of India's (RBI) zero collateral offset.
While we could follow the RBI's treatment, we believe that our 30% haircut sufficiently captures
the potential price risk. If we were to remove the benefit of gold collateral, our RAC ratio would be
15.2%.
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Our key forecast assumptions are:

- Loan growth of 20% in fiscal 2020, tempering to 17% fiscal 2021, driven by rapid growth in the
nongold business (including home finance);

- Slight deterioration in net interest margin, as the proportion of lower-yielding nongold loans
grows;

- Slight increase in nonperforming loans due to general economic pressure and rapid growth in
the nongold lending business that will take time to mature could lead to higher NPLs in the
medium term;

- No capital raisings; and

- Dividend payout ratio of 25%.

Manappuram's earnings and cash flow are superior to most NBFIs, and similar to peers such as
Muthoot Finance. Net interest margins of over 15% lead to a sustained return on average assets
of above 4%, which is well above those of Hero FinCorp (about 1.5%) and even Bajaj Finance
(about 3.5%). The nature of Manappuram's gold business is bridge financing for low- to
middle-income customers, who are willing to pay effective annual interest rates of about 22%.
These high rates of interest, coupled with some incentives for early and regular repayments, result
in a high short-term cash flow. The high operating earnings and cash allow Manappuram to
support its periphery lending business to increase the stickiness of its customer base.
Furthermore, capitalization supports high growth in these investments without external equity
raisings. Industrywide complaints are predominantly regarding exorbitant interest rates charged,
which creates a risk that the RBI may set interest rate caps, although we view this as low risk.

In our view, collateral-based lending requires a relatively low level of credit risk management
sophistication. Manappuram does not assess its customers' ability to repay its loans against
gold--it is purely collateral-based lending. The company has the ability to also demand that its
customers repay their loans early if the value of their gold falls, although this has never been
exercised. We understand that gold jewelry and ornaments hold some sentimental value to
customers, which alleviates the propensity for willful defaulters based on the price of gold.
Incentives for early and regular repayment of loans also reduce the risk of a price correction (e.g.
April 2013). Further, the small-ticket/high-volume nature of the loans results in high customer
diversification.

Gold collateral is Manappuram's key risk mitigant. Regulatory restrictions that cap lending
against loan-to-value ratios at 75% provide plenty of buffer for the finance company to protect its
principal and generate significant interest over three-month loan tenors (87% gold loans). This
buffer is enhanced with internal haircuts to the valuation of collateral. Loss--given defaults on
gold loans--are negligible compared to auto and SME loans, and are more associated with interest
rather than principal losses. Price risk over longer tenors is evident in the maximum deterioration
in gold price since 2000 was 12% month-on-month, 20% over three months, and 23% annually.
These may be tempered by fluctuations in the exchange rate, although the correlation is high at
94%.

Given the sentimental value of gold jewelry, we believe reputational damage could occur if the
company is seen as taking advantage of customers who are unable to repay. This reputational risk
extends to the legal clause that Manappuram can demand early loan repayment, and as such can
be difficult to trigger this clause. The company also faces the risk of regulatory tightening, similar
to that experienced in 2012 when the central bank clamped down on loan-to-value ratios and
rolled out new requirements for auctioning gold. While there is a high degree of customer
granularity, the concentration of customers in the south of India remains high at about 60% of
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loans against gold.

The nature of lending against gold exposes Manappuram to high operational risk, in our view. Theft
and fraud are the main risks associated with the valuation and storage of gold collateral.
Manappuram has undertaken a number of actions to minimize this risk. Two employees check the
purity of gold via nitric acid, color, sound, and smell tests. There are regular unscheduled audits to
check pledges and financial risks, while vigilance officers establish physical security. We
understand that the losses associated with fraud are small as a percentage of gross lending.
About 40% of these losses are written off, 30% recovered from docking staff compensation, 20%
provisioned, 5% from recovery, and only 5% from insurers.

Expansion into new business lines over the past five years is supportive of business
diversification, by product and geography. With the exception of demonetization's impact on
microfinancing, Manappuram has yet to experience a full credit cycle in these nongold loans.
When coupled with plans for rapid expansion, this poses a heightened risk of asset quality issues.
This is reinforced by particular growth areas such as strong competition in auto loans (e.g. Shriram
Transport) or distress of more experienced lenders (e.g. affordable housing).

While Manappuram has hired staff who have experience in these segments, we believe the
company's lending experience using cash flow analysis for underwriting is limited. We understand
risk management resourcing is split according to assets under management of the respective
business lines. In our view, nongold lending risk management practices will likely mature over
time, although we believe there could be hiccups in asset quality over the next few years.

Manappuram has recently been issued a notice from the Securities and Exchange Board of India
(Sebi) for selective disclosure about large losses incurred in 2013, which it shared with an analyst
of a broking company. The company has subsequently amended its Code of Practices and
Procedures for Fair Disclosure of Unpublished Price Sensitive Information.

In 2018, the RBI's Hyderabad Office rejected Manappuram's attempt to acquire Indian School
Finance Co. Pte. Ltd. We understand that this was a one-off event and the regulators do not have
any material outstanding concerns about the quality of governance and information produced by
Manappuram.

Manappuram is highly exposed to short-term wholesale funding and maintains a thin stock of
liquid assets, relying on strong short-term cash inflows and a slowdown in new lending to bolster
liquidity if needed. Tempering this risk is that assets and liabilities are cumulatively matched
funded. In our view, these dynamics place the company at higher risk compared with finance
company peers with more long-term stable funding profiles.

Manappuram's funding is reliant on mutual funds and banks, mostly short-term and repayable on
demand. Similar to the sector, costs remain elevated at up to 9.6% p.a. for shorter tenors since
late 2018. Manappuram was able to raise commercial paper from six large mutual funds, although
only one new short-term bank limit was obtained in late 2018. Over the first six months of 2019,
Manappuram raised about INR 14 billion in new lines (mostly term loans) from about 12 creditors.
In addition to these creditors was the National Bank for Agriculture and Rural Development
(NABARD), which in March 2019 refinanced its INR7 billion term loan for five years. In our view,
Manappuram has been able to navigate current tightness in funding markets, particularly with no
material negative press on the company.

Cash credit, overdraft, and working capital liabilities account for about 40% of Manappuram's
liabilities and are repayable on demand. We understand that these on-demand repayment clauses
have never been triggered. However, when coupled with predominantly 60- to 90-day commercial
paper accounting for another 21% of liabilities, we view this as a risk to funding stability. Even on a
business-as-usual basis, Manappuram has to continually roll over commercial paper and other
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short-term funding, which leaves it at risk of a misstep. Reducing the risk of unexpected creditor
withdrawal is Manappuram's high capitalization and expected reduction in the use of commercial
paper as a percentage of total borrowings.

The microfinance portfolio has tended to be two-thirds funded by term loans, with the rest coming
from debentures and securitization. This portfolio lends itself to long-term funding, given 95% of
loans have a tenor of two years. The housing loan portfolio is predominantly funded via term loan
facilities from a number of banks, with an intragroup working capital loan of about 30% of total
liens. Manappurram is looking to raise three-year senior secured loans, which we expect will fund
long-term housing and microfinance loans.

Manappuram's cash and equivalents covered about 50% of its borrowing repayments over one
month, which--when including its undrawn but committed banking lines--increases to about
107%. Offsetting this is the strong cash flow of loan repayments, which are mostly within three
months. Hence, we assess the company's liquidity as adequate. If there are disruptions to
customer repayments, we believe the company will dramatically slow new originations to stockpile
cash and meet its upcoming commitments. In our view, this is the primary mechanism for the
company to survive a liquidity stress. Even if the company would be willing to recall customer
loans in spite of reputational risks, and end up selling their respective gold collateral, it would take
at least four weeks to auction and monetize the items. This illiquidity and associated reputational
risk means we do not count this option in our stress scenario. Overall, we believe the company's
strong short-term cash inflows and potential management actions to significantly reduce new
lending provides it with sufficient liquidity to survive a stress scenario for 12 months.

Outlook

Our stable outlook reflects continuation of Manappuram's business franchise, capitalization, risk
profile, and asset-liability mix over the next 12 months--despite the challenging environment.

Downside scenario

The most likely downside scenario would be a material deterioration in the asset quality of its
nongold businesses or--less likely in our view--changes to the gold business' operating
environment (e.g. regulatory changes).

Upside scenario

The most likely upside scenario would be a structural improvement to the stability of its funding
profile. Longer-term funding would reduce the rollover risk associated with short-term wholesale
funding, in our view.

Ratings Score Snapshot

Issuer Credit Rating: BB-/Stable/B

Stand-alone credit profile: bb-

Anchor: bb

- Entity-Specific Anchor Adjustment: 0

- Business Position: Moderate (-1)
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- Capital, Leverage & Earnings: Very Strong (+2)

- Risk Position: Moderate (-1)

- Funding & Liquidity: Moderate & Adequate (-1)

- Comparable Rating Analysis: 0

External Influence: 0

- Government Influence: 0

- Group Influence: 0

- Guarantee or other external influence: 0

- Ratings Above the sovereign: 0

Related Criteria

- General Criteria: Group Rating Methodology, July 1, 2019

- Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework Methodology, July
20, 2017

- General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

- Criteria | Financial Institutions | General: Nonbank Financial Institutions Rating Methodology,
Dec. 9, 2014

- Criteria | Financial Institutions | Banks: Quantitative Metrics For Rating Banks Globally:
Methodology And Assumptions, July 17, 2013

- Criteria | Financial Institutions | Banks: Banking Industry Country Risk Assessment
Methodology And Assumptions, Nov. 9, 2011

- General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

Ratings List

New Rating

Manappuram Finance Limited

Issuer Credit Rating BB-/Stable/B

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column.

www.spglobal.com/ratingsdirect November 27, 2019       6

Research Update: Manappuram Finance Ltd. Assigned 'BB-/B' Ratings; Outlook Stable



www.spglobal.com/ratingsdirect November 27, 2019       7

Research Update: Manappuram Finance Ltd. Assigned 'BB-/B' Ratings; Outlook Stable

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors.
S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com (subscription), and may be distributed through other means,
including via S&P publications and third-party redistributors. Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their
respective activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P
has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each
analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for
certain regulatory purposes, S&P reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole
discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal or suspension of an acknowledgment as
well as any liability for any damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are
expressed and not statements of fact. S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not
recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the suitability of any
security. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on
and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While
S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due
diligence or independent verification of any information it receives. Rating-related publications may be published for a variety of reasons
that are not necessarily dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a
credit rating and related analyses.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any
part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or
retrieval system, without the prior written permission of Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The
Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers,
shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results
obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is”
basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT
THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such
damages.

Copyright © 2019 by Standard & Poor’s Financial Services LLC. All rights reserved.



Manappuram Finance Ltd.'s US$750 Million Secured
Euro MTN Program And Proposed Senior Notes
Rated 'BB-'
November 27, 2019

SINGAPORE (S&P Global Ratings) Nov. 27, 2019--S&P Global Ratings today assigned its 'BB-'
long-term rating on Manappuram Finance Ltd.'s US$750 million secured euro medium-term note
(MTN) program. At the same time, we assigned our 'BB-' long-term issue rating to a proposed
issue of U.S.-dollar-denominated three-year senior secured notes under the MTN.

Manappuram plans to use the proceeds from the proposed issuance for onward lending, general
corporate purposes, refinancing, and other activities. Notes issued from the program will
constitute direct, general, and unconditional obligations of the India-based financing firm.

The rating on the program and proposed notes is the same as our long-term issuer credit rating on
Manappuram (BB-/Stable/B), reflecting the program's equal ranking in right of payment with all of
the company's secured obligations. The notes will be secured against all current assets,
book-debts, loans, advances, and receivables, including gold-loan receivables, and the associated
benefits, rights, titles, interest, claims, and demands. The company must maintain a minimum
security coverage ratio of at least 1.0x (excluding stage three/nonperforming assets).

The rating on the proposed notes is subject to our review of the final issuance documentation.

Related Criteria

- General Criteria: Group Rating Methodology, July 1, 2019

- Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework Methodology, July
20, 2017

- General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

- Criteria | Financial Institutions | General: Issue Credit Rating Methodology For Nonbank
Financial Institutions And Nonbank Financial Services Companies, Dec. 9, 2014

- Criteria | Financial Institutions | General: Nonbank Financial Institutions Rating Methodology,
Dec. 9, 2014

- Criteria | Financial Institutions | Banks: Quantitative Metrics For Rating Banks Globally:
Methodology And Assumptions, July 17, 2013

- Criteria | Financial Institutions | Banks: Banking Industry Country Risk Assessment
Methodology And Assumptions, Nov. 9, 2011
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- General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column.
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MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT
THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such
damages.

Copyright © 2019 by Standard & Poor’s Financial Services LLC. All rights reserved.
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Fitch Assigns Manappuram Finance 'BB-' Rating; Rates USD750 Million MTN Programme
Fitch Ratings - Taipei - 27 November 2019:

Fitch Ratings has assigned India-based Manappuram Finance Limited (MFIN) Long-Term Foreign- and Local-Currency Issuer Default Ratings (IDR)
of 'BB-'. The Outlook is Stable. Fitch has also assigned MFIN's USD750 million medium-term note (MTN) programme a 'BB-' rating.

MFIN plans to issue US dollar notes under the MTN programme. The notes will be secured by MFIN collateral and at all times rank pari passu and
without any preference among themselves. Collateral includes all of the issuer's standard assets, stage-1 assets and stage-2 assets, and excludes
all non-performing assets or stage-3 assets. The notes are also subject to maintenance-based covenants that require MFIN to ensure the security
coverage ratio at equal or greater to 1.0x at all times.

MFIN has applied to have the MTN programme listed on the Singapore Exchange. The issuer will use the net proceeds of the notes for onward
lending and general corporate purposes in accordance with approvals granted by the Reserve Bank of India and directions on external commercial
borrowings.

Key Rating Drivers

IDRS

MFIN's Long Term IDR is driven by its Standalone Credit Profile. The ratings take into account MFIN's moderate franchise in the niche segment of
gold-backed financing, its low credit losses and satisfactory leverage. This is counterbalanced by elevated key person risk, a track record of
shortcomings in governance and operational management, and growing risk appetite, as evidenced by its evolving business model.

MFIN primarily caters to borrowers in rural and semi-urban geographies. The company has been pursuing higher growth in other segments in the
last four years, which Fitch believes is mainly due to strict regulatory norms on various operational policies that have hindered growth for MFIN in
gold loan segment, despite it having been in the gold loans business since decades. It has led the company to venture towards riskier segments
such as rural microfinance loans, auto loans, and low cost rural housing, where MFIN is largely expected to be the price-taker due to well-
established competition.

Fitch views these products as not core to MFIN, and they could be a source of future risk with higher growth implying growing risk appetite in less
familiar businesses. The share of non-gold loan products has increased to 34% of total assets under management (FY15: 3%) on a consolidated
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basis in a fairly short period, and is likely to substantially increase in the medium term. In MFIN's primary segment of gold-financing, the collateral is
gold jewellery, which is liquid in nature and has benefited from tighter regulations since 2013 that aim to ensure propriety in loan-to-value standards.
However, operational risk is still high in gold-backed financing due to its decentralised branch led disbursement approach.

MFIN's intrinsic creditworthiness is also weighed down by heightened key man risk and weak governance practices which elevate regulatory risk for
the business. The regulatory observations in terms of certain business and governance practices are significant and although MFIN has been
working to address them, Fitch believes that more needs to be done to avert any risk of regulatory intervention on management and business. Fitch
expects MFIN to continue to streamline its operational processes in order to ensure full regulatory compliance, as well as put in practice the
succession plan drawn up by management to address the key person risk associated with the founding shareholder who is also the managing
director.

MFIN's business model benefits from a high net interest margin (14.7% in FY19), which is reflected in high profitability as blended credit costs are
moderate. Healthy internal capital generation results in moderate debt to tangible equity (3.4x at end-March 2019), while current core capitalisation
seems fairly commensurate with the risk. However, an increasing share of commercial vehicle loans, rural housing loans and microfinance, which
typically have higher credit costs, may result in greater profit volatility. Newer businesses would also need higher capital to support growth, which will
test the company's ability to maintain leverage at adequate levels.

MFIN is wholesale-funded like most other Indian NBFIs, and the funding profile is relatively concentrated as banks form 65% of total borrowings,
despite an incrementally more diversified funding base over the last few years. The company started accessing commercial paper (CP) in FY17 on
the back of improved market access and lower interest rates. The share of funding from CP had increased to 19% by FY19. MFIN has a reasonably
well matched asset liability profile, which is supported by the low tenor of gold loans, although higher growth in long tenor products would change the
asset-liability profile in the medium to long term. Unutilised credit lines provide an additional liquidity buffer against any unforeseen liquidity stress.

MTN Programme

MFIN's MTN programme is rated at the same level as the company's Long-Term Foreign-Currency IDR, in accordance with Fitch's rating criteria.

Fitch regards the secured notes that may be issued under the MTN programme as an obligation whose non-payment would best reflect uncured
failure as most of MFIN's debt is secured. The company can issue unsecured debt in the overseas market, but this debt is likely to constitute a small
portion of its funding and thus cannot be viewed as its primary financial obligation.

There is no assurance that notes issued under the programme will be assigned a rating.

RATING SENSITIVITIES

IDRS
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The rating would be negatively sensitive to business disruptions or curtailed funding access due to adverse events arising from governance or
operational risk aspects. The rating would also be sensitive to an increased risk appetite due to aggressive growth in non-gold lending segments or
to rising leverage beyond 5x. Fitch believes that the ratings have limited upside potential in the near term. The company's ability to address the
potential regulatory and governance risks and manage the evolving business risks will be important before Fitch can consider an upgrade.

MTN Programme

The rating of the MTN programme will move in tandem with MFIN's Long-Term IDR.

ESG Considerations

MFIN's governance structure is scored '5' out of '5' and customer welfare is scored '4' out of '5' on Fitch's environmental, social and governance
(ESG) scale. It reflects our assessment that weak governance practices and regulatory observations relating to business operations elevate
regulatory risk for the business and therefore highly affect the long term ratings.

RATING ACTIONS
ENTITY/DEBT RATING

Manappuram Finance
Limited

LT IDR
BB- 
New Rating
LC LT IDR
BB- 
New Rating

senior secured
LT
BB- 
New Rating

Additional information is available on www.fitchratings.com
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND
DISCLAIMERS BY FOLLOWING THIS LINK: HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING
DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES.
FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER
RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. DIRECTORS
AND SHAREHOLDERS RELEVANT INTERESTS ARE AVAILABLE AT HTTPS://WWW.FITCHRATINGS.COM/SITE/REGULATORY. FITCH MAY
HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS
SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THE ENTITY
SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

COPYRIGHT

Copyright © 2019 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824,
(212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except by permission. All rights reserved. In
issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from
issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information
relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that information from independent sources, to the
extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch's factual investigation and the scope of the third-
party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and practices in the jurisdiction in
which the rated security is offered and sold and/or the issuer is located, the availability and nature of relevant public information, access to the
management of the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures
letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the availability of independent
and competent third- party verification sources with respect to the particular security or in the particular jurisdiction of the issuer, and a variety of
other factors. Users of Fitch's ratings and reports should understand that neither an enhanced factual investigation nor any third-party verification
can ensure that all of the information Fitch relies on in connection with a rating or a report will be accurate and complete. Ultimately, the issuer and
its advisers are responsible for the accuracy of the information they provide to Fitch and to the market in offering documents and other reports. In
issuing its ratings and its reports, Fitch must rely on the work of experts, including independent auditors with respect to financial statements and
attorneys with respect to legal and tax matters. Further, ratings and forecasts of financial and other information are inherently forward-looking and
embody assumptions and predictions about future events that by their nature cannot be verified as facts. As a result, despite any verification of
current facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a rating or forecast was issued
or affirmed. 
The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the
report or any of its contents will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a
security. This opinion and reports made by Fitch are based on established criteria and methodologies that Fitch is continuously evaluating and
updating. Therefore, ratings and reports are the collective work product of Fitch and no individual, or group of individuals, is solely responsible for a

https://www.fitchratings.com/UNDERSTANDINGCREDITRATINGS
https://www.fitchratings.com/site/home
https://www.fitchratings.com/site/regulatory
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rating or a report. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned. Fitch is
not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch report were involved in, but
are not solely responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating is
neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection
with the sale of the securities. Ratings may be changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch does not provide
investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of
market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any
security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from
US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a
particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from
US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not
constitute a consent by Fitch to use its name as an expert in connection with any registration statement filed under the United States securities laws,
the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due to the relative
efficiency of electronic publishing and distribution, Fitch research may be available to electronic subscribers up to three days earlier than to print
subscribers. 
For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no.
337123) which authorizes it to provide credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be used
by persons who are retail clients within the meaning of the Corporations Act 2001
Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization (the
"NRSRO"). While certain of the NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit
ratings on behalf of the NRSRO (see https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed on Form NRSRO (the
"non-NRSROs") and therefore credit ratings issued by those subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel
may participate in determining credit ratings issued by or on behalf of the NRSRO.

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained at the request of the rated entity/issuer or a related third party. Any exceptions follow
below.

Endorsement Policy

Fitch's approach to ratings endorsement so that ratings produced outside the EU may be used by regulated entities within the EU for regulatory
purposes, pursuant to the terms of the EU Regulation with respect to credit rating agencies, can be found on the EU Regulatory Disclosures page.
The endorsement status of all International ratings is provided within the entity summary page for each rated entity and in the transaction detail
pages for all structured finance transactions on the Fitch website. These disclosures are updated on a daily basis.

Fitch Updates Terms of Use & Privacy Policy

https://www.fitchratings.com/site/regulatory
https://www.fitchratings.com/regulatory
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We have updated our Terms of Use and Privacy Policies which cover all of Fitch Group's websites. Learn more.

https://www.thefitchgroup.com/site/termsofuse
https://www.thefitchgroup.com/site/privacy
https://www.thefitchgroup.com/site/policies
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