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We will primarily remain a gold loans NBFC, but we want to scale 

up our affordable housing business to 20% in 10 years, says VP 

Nandakumar, MD and CEO of Manappuram Finance 
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Manappuram Finance wants to diversify its loan portfolio for better 

risk management. The Kerala-based NBFC plans to reduce its 

exposure to gold loans from 95 percent to 65 percent in three to 

four years, and 50 percent in seven to ten years. 'We want to scale 

up our affordable housing business to 20 percent in ten years,' VP 

Nandakumar, MD and CEO of Manappuram Finance, tells Neha 

https://www.moneycontrol.com/author/moneycontrol-opinion-8961/


Bothra in an interview. This is part of the lender's long term 

strategy, but in the current fiscal year the non-gold business is likely 

to 'remain at the same level or show a marginal growth' of around 4 

percent. While disbursals and collections have reached pre-Covid 

levels, Nandakumar expects an 'ultimate loss of 5 percent' in loan 

recovery. The gold loan business is expected to grow at 20 percent 

this fiscal, but the uptrend in gold prices is a concern. In this 

chat, Nandakumar outlines the company's long term business 

strategy, and discusses the performance and growth outlook for its 

gold, affordable housing and microfinance portfolios. Edited 

excerpts: 

The havoc caused by COVID-19 hurt earnings. Do you think the 

pain is largely behind the business now? 

It appears like that because our presence is largely in rural and 

semi urban areas, and the activities have somewhat reached 

normalcy. Semi-urban transportation has been re-established, and 

shops, small manufacturing units, auto industries are now working, 

and some construction activity is also going on. But, we see some 

softness in government (spending) and the road construction 

sector. Overall, there is a positive attitude, and business is almost 

back to 90 percent normalcy. 

What is the strategy for the gold loan business? RBI norms 

cap LTV ratio for gold at 75 percent for NBFCs. What is your 

growth outlook? 

Yes, in the consolidated portfolio our gold loan share is 73 percent 

and that is not good. We expect business growth to be around 20 

percent. This growth is primarily driven by online gold loans, where 

the customer has been provided the facility of free safe custody of 



jewels, but he has to pay the long term rentals. When he deposits 

gold with us he gets a drawing power, which is equivalent to 75 

percent of the value of the jewellery that is a LTV. Because of the 

upward progression in the customer profile, we hope we’ll be able 

to maintain our growth momentum in gold. 

 

The non-gold business has been a drag. What’s your growth 

outlook for this part of the loan book in the current fiscal year? 

November onwards the disbursals are coming back to normal levels 

in these segments. So, if we have five months growth, we expect 

the non-gold segment to remain at the same level or to show a 

marginal growth during the current year. There has been a decline 

in the portfolio, but we'll be able to overcome it and we could end 

with around 4 percent growth in this segment. 

Do you expect additional provisions for fresh slippages and 

restructuring? Much of the asset quality situation is unclear 

because of the moratorium, and the standstill on asset 

recognition… 

So, we don't expect any additional provisions. But, if there is 

another lockdown in some areas, there can be some change, but 

this is unlikely. 

How is the microfinance business panning out? Are you 

seeing a tangible recovery, and is there an improvement in 

collection efficiency? 

Yes, in the microfinance business the collections have been 

consistently improving. Borrowers can apply for a new loan only 



when they close earlier loans. Also, many customers are worried 

about their credit score, because they know they can borrow from 

the formal lending institutions only if their credit score is good. 

Our collection improved July onwards to 75, 85 and 95 percent. In 

November, the collection was over 100 percent. So, it is coming 

back to normalcy and is consistently improving. Our internal 

assessment is the ultimate credit (growth) will not move beyond 20 

percent due to the impact of the pandemic. 

Could you also touch upon the recoveries you've seen in this 

segment so far?  

We have around 25 lakh customers, and out of that the customers 

who have not repaid at all during this pandemic is around 3 lakhs. 

Now, it has come down to 1 lakh, and we are seeing a consistent 

week-on-week improvement. So, have arrived at a figure with this 

weighted analysis and we expect an ultimate loss of 5 percent. 

We are seeing a mild recovery in economic activity. Has it 

translated into material pick up in credit offtake in this 

segment? 

Yes, we have started disbursal from August. We disbursed less 

than Rs 100 crore in August, Rs 150 crore in September, Rs 250 

crore in October, and around Rs 450 crore in November- the same 

level we had disbursed in January.  So, disbursals have come to 

the pre-COVID level now. The collection efficiency at 99.5 percent 

is the same as pre-Covid too. This means the recovery has come to 

normal levels. 



Are you seeing an improvement in the affordable housing 

segment? 

Our affordable housing book is small compared to our consolidated 

portfolio. Out of Rs 26,000 crore it is only Rs 650 crore. In this 

portfolio, the collections were going on even during the lockdown 

period, and customers were voluntarily paying. Many of our 

customers wanted a moratorium, but the number is very low at 

below 10 percent. Collections in October and November are more 

than 95 percent, and close to the pre-Covid levels. 

We have one advantage that around 60 percent of our housing 

finance is towards self-constructed properties-- where there is land 

and a small house-- in the range of Rs 30 lakhs. We only lend 

against the construction of the house, and the LTV will be in the 

range of 70-75 percent. So, there is a cushion of enough margins 

there, and around two-third of our inventories are like that. We have 

not lent any money to builders, and that this is a great solace. 

Do you expect affordable housing to be the main growth driver 

for your non-gold business? 

Yes, this is our intent. Many of our gold loan customers avail 

affordable home finance. So, this business has an advantage, once 

you build quality assets, it remains in your book for long, and you 

earn income from it. Once we reach scale, the book can grow at a 

rate of 20 percent. Government policies are very much in favour of 

affordable housing and prospects look very good in this business. 

Could you give an estimate in terms of how much this book 

will contribute in the near to medium term to the overall 

business? 



We expect it to grow to around Rs 2,000 crore in the next three to 

four years, because reaching a level of Rs 2,000 crore is the most 

challenging period, and then we will gain momentum for growth. 

Has the festive season contributed to higher auto loans? 

The demand has mainly come from our customers in semi-urban 

and rural areas, and because of that the collection efficiency is 

good. In the commercial vehicles segment we see a problem 

because, for example, the use of buses for transport has slowed, 

and for almost four-five months after the lockdown there were 

permit-related issues also. 

How do you expect the loan mix to change in the coming 

years? Could you break it down in terms of the gold business 

and the different segments of the non-gold business? 

This year the gold business will contribute 95 percent. But, in two to 

three years we plan to grow the non-gold portfolio to around one-

third of the consolidated book. And, maybe in three to four years 

gold loans will be 65 percent, and in seven to ten years gold loans 

would come to 50 percent. But, we don't want to bring down the 

gold loan portfolio below 50 percent. We will primarily remain a gold 

loan company. We want to scale up our affordable housing 

business to 20 percent level in ten years. A diversified portfolio is a 

better risk management option. 

You have approval to raise debt. What are your fundraising 

plans?  

Yes, we don't have any plans to raise equity, but debt is available, 

and borrowing cost is coming down. Our recent borrowings from 

banks are long term (five years). The idea is that we are able to get 



an ARR of around 8 percent. Our average borrowing cost has come 

down by around 25 bps and I feel it is going to further decline. 

What are the key risks and challenges that can affect the 

growth momentum? 

We hope the vaccine will be available soon. This can address many 

problems. Gold price is a challenge and there are indications that it 

could decline to the extent of 10 percent from the peak in the 

domestic market. But having said that, we are well positioned to 

overcome the challenge because our gold loan tenure has moved 

from one year to three years. So, overall, I look forward to a good 

performance in the next few years. 

 


