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Regulations, 2015 and other applicable regulations, if any, please find below the details of the upgradation in credit
ratings of the Company by CRISIL Rating:

Name of the Credit | Facilities/ Instruments Amount (Rs. In | Existing Rating | Revised Rating
Rating Agency crores)
CRISIL Ratings Non Convertible | 1250 CRISIL Upgraded to
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CRISIL Ratings Commercial Paper 1000 CRISIL A1+ CRISIL A1+
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The report from the credit rating agency covering the rationale for credit rating is enclosed.
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CRISIL

Ratings

Rating Rationale
October 04, 2024 | Mumbai

Fedbank Financial Services Limited
Long-term rating upgraded to 'CRISIL AA+/Stable’; Short term rating reaffirmed

Rating Action

CRISIL AA+/Stable (Upgraded from 'CRISIL
AA/Positive')

Rs.1000 Crore Commercial Paper CRISIL A1+ (Reaffirmed)

Note: None of the Directors on CRISIL Ratings Limited’s Board are members of rating committee and thus do not participate in discussion or assignment of any
ratings. The Board of Directors also does not discuss any ratings at its meetings.

1 crore = 10 million

Refer to Annexure for Details of Instruments & Bank Facilities

Rs.1250 Crore Non Convertible Debentures

Detailed Rationale
CRISIL Ratings has upgraded its rating on the non-convertible debentures of Fedbank Financial Services Ltd (Fedfina) to
‘CRISIL AA+/Stable’ from ‘CRISIL AA/Positive’ while reaffirming its ‘CRISIL A1+’ rating on the commercial paper (CP).

The rating action follows similar rating action on the parent The Federal Bank Ltd (Federal Bank; ‘CRISIL
AAA/Stable/CRISIL A1+). The ratings continue to factor in the strong support that Fedfina receives from its parent, Federal
Bank. Majority ownership, strategic importance and shared brand imply a strong moral obligation on Federal Bank to
support Fedfina both on an ongoing basis as well as in the event of distress. The rating also factors in Fedfina’s comfortable
capitalisation. These strengths are partially offset by moderate, albeit growing, scale of operations and limited seasoning of
the portfolio.

The company’s assets under management (AUM) grew by 34% over fiscal 2024, to Rs 12,192 crore as of March 31, 2024,
and further increased to Rs 13,188 crore as at the close of Q1 2025. Along this growth, the segmental mix has remained
broadly stable across medium ticket loans against property (LAP), unsecured business loans, affordable mortgage
(comprising housing loans and small ticket LAP), and others. Given the retail and secured nature of portfolio, asset quality
has remained range bound - reflected in gross non-performing assets (GNPA) of 1.7% on March 31, 2024, and 2.0% on
June 30, 2024. Nonetheless, as the portfolio seasons, the company’s ability to maintain sound asset quality will remain
critical.

Overall financial risk profile remains supported by comfortable capitalisation metrics. On June 30, 2024, overall capital
adequacy ratio (CAR) was 22.8%. This is aided by stable internal accretions to networth, apart from ability to raise capital
from external sources. For fiscal 2024, the company reported a profit after tax (PAT) of Rs 245 crore, higher than Rs 180
crore for the previous fiscal, although return on managed assets (RoMA)was flat at 2.1% for fiscal 2024 and 2023 largely
due to reduction in net interest margins (NIMs) from 7.5% in fiscal 2023 to 7.1% in fiscal 2024

Analytical Approach

For arriving at the ratings, CRISIL Ratings has assessed the standalone credit risk profile of Fedfina and factored in strong
managerial and financial support from the parent, Federal Bank. The parent will continue to provide strong support to
Fedfina, considering the strategic importance of the entity and the high moral obligation on account of majority shareholding
and shared name.

Key Rating Drivers & Detailed Description

Strengths:

« Strategic importance to, and strong expectation of support from, the parent: Fedfina is a subsidiary of Federal
Bank and an integral part of its business strategy and will therefore remain strategically important to the bank. Till date,
Federal Bank’s cumulative equity contribution towards Fedfina is Rs 471 crore, and the bank holds 61.7% stake in the
company as on June 30, 2024. Being a subsidiary of Federal Bank, Fedfina enjoys the benefits of shared brand name
along with financial and operational support from its parent. Further, the bank exercises high degree of strategic
oversight over Fedfina and there is visible management integration between the entities, denoted by senior
management representation of Federal Bank on the board of Fedfina.

Over the medium term, the expectation of financial, operational and managerial support from the parent, towards
Fedfina, remains intact. And the latter will remain strategically important to the bank.

 Comfortable capitalization: The company’s capital position is comfortable, evidenced by an overall CAR of 22.84%,
as on June 30, 2024. Tier 1 and overall CAR stood at 19.72% and 23.46%, respectively, as on March 31, 2024.
Networth stood at Rs 2,261 crore as on March 31, 2024 (Rs 2,322 crore as on June 30, 2024) and has increased from
Rs 1,356 crore as on March 31, 2023, supported by initial public offering (IPO) proceeds of Rs 600 crore and internal



accruals. The company had earlier raised capital through rights issue of Rs 79.20 crore in fiscal 2021, and Rs 200
crores in fiscal 2022. The two largest shareholders (Federal Bank and True North), both participated in all these right
issues.

Gearing was 4 times as on June 30, 2024, having risen marginally from 3.6 times as on March 31, 2024 (5.3 times as
on March 31, 2023). While expected to inch up as operations gain scale, gearing is expected to remain below 6.5 times
over the medium term.

Weaknesses:

 Moderate, albeit growing, scale of operations: The company primarily operates in the retail loan segments such as
gold loan (38% of AUM as on June 30, 2024), medium ticket LAP (22%), unsecured business loans (13%), affordable
mortgage (27%; comprising housing loans [7%] and small ticket LAP [20%]), and others (1%). Over fiscal 2024, the
AUM increased by 33% from Rs 9,069 crore as on March 31, 2023 to Rs 12,192 crore as on March 31, 2024 and further
to Rs 13,188 crore as on June 30, 2024. Growth was driven by healthy traction in gold loan portfolio, affordable
mortgage loans, and unsecured business loans. While the AUM growth is expected to be broad based, Fedfina is likely
to remain a small player in the non-banking financing space in the near term. Over the near to medium term, the
company intends to increase the share of co-lending business specifically in the LAP and Gold Loan portfolio. Also, the
share of gold loan portfolio in the overall AUM is expected to decline, being partly replaced by segments like small ticket
LAP which may increase to form ~45% of the overall AUM.

In terms of regional presence, top three states, Karnataka, Tamilnadu, and Maharashtra, accounted for around 51% of
the AUM, with Maharashtra leading at 20.5% as on June 30, 2024. The management plans to expand its branch
network in the next few fiscals. However, ability to scale up while maintaining controlled delinquency levels will be
closely monitored.

« Limited portfolio seasoning: Most of the asset portfolios constituting Fedfina’s overall AUM have a longer tenure
(average tenure of 3 years), except gold loans (average tenure of 9 months). Also, many of these segments cater
primarily to self-employed borrowers. Fedfina began offering a few of these products only recently, and given the
significant growth observed in the past two years — most of these portfolios have not witnessed a complete credit cycle.
Thus far, overall GNPA has remained stable and as of March 31, 2024, it was 1.7% as compared to 2.0% as on March
31, 2023. This metric inched up to 2.0 % as on June 30, 2024 owing to seasonality of the business, however, still
remains range bound. Also, given the high growth rate (3 year CAGR) of 36% through fiscal 2024, majority of the
portfolio remains unseasoned. As the book gains more vintage, the company’s ability to maintain sound asset quality
metrics across business cycles while scaling the business, remains to be tested.

Liquidity: Strong

The asset-liability management profile was comfortable, with positive cumulative mismatches in all the buckets as on June
30, 2024. Fedfina had Rs 9,280 crore in borrowings as on June 30, 2024, comprising bank borrowings (88%; 11% is from
the parent) and capital market (10%; non-convertible debentures 8% and CPs 2%), with non-bank financing companies
(NBFCs) accounting for the remaining. The company has Rs 2118 crore debt maturing over next 6 months (as on Jul'24)
against which liquidity buffer of Rs 2017 crore is available in terms of unutilized bank line (Rs 1010 crore), MF investments
(Rs 541 crore), other investments (Rs 224 crore) and cash & bank balances (Rs 242 crore) as on July 31, 2024. Short-term
nature of gold loans (less than one year), which was 38% of the AUM as on June 30, 2024, offers healthy collections.
Liquidity is cushioned by funding support extended by the parent, Federal Bank.

Outlook: Stable
CRISIL Ratings believes Fedfina will remain strategically important to Federal Bank and will continue to benefit from its
strong support and high moral obligations from the parent

Rating sensitivity factors

Upward factors

« Significant improvement in market position led by increase in scale of operations while maintaining comfortable gearing
e  Sustenance of improvement in earnings profile with ROMA remaining at around 3.0% on steady state basis.

Downward factors

e Decline in support from Federal Bank, either by way of decline in ownership in Fedfina below 51% or in the strategic
importance of the company to the parent

e Significant and continuous increase in delinquency, impacting profitability

About the Company

Fedfina is a non-deposit accepting, systemically important non-banking finance company (NBFC-ND-SI). The company was
incorporated in the state of Kerala in April 1995 and commenced operations in August 2010 after receiving the NBFC
license from RBI. It is primarily engaged in the lending business with a diversified portfolio consisting of gold loans, loan
against property, home loans and business loans. Fedfina is a retail-focused NBFC promoted by Federal Bank Limited
(Federal Bank). Federal Bank, a commercial bank with significant presence in the private sector holds 61.6% stake in
Fedfina along with True North Fund, a renowned PE firm based in Mumbai, that holds the other 8.7% stake through its fund
(True North Fund VI LLP) as on June 30, 2024.

The company has 619 branches in 18 states and AUM of Rs 13188 crore as on June 30, 2024. Profit after tax (PAT)
increased to Rs 244 crore in fiscal 2024 from Rs 180 crore in fiscal 2023. The company reported a PAT of Rs 70 crore for
quarter ended June 30, 2024 and Rs 54 crore from same period of FY23. Return on managed assets (RoMA) remained
stable at 2.1% in fiscal 2024 and 2023., driven by better lower credit cost of 0.6%. Annualised RoMA for the quarter ended
June 30, 2024, was 2.0%, on the back of higher credit cost of 1.0%, it was 0.6% in fiscal 2024.



Key Financial Indicators

As on / for the fiscal year ended March 31, Unit Jun-24 (UA) 2024 (A) 2023 (A)
Total assets Rs crore 11,989 10,654 9,071
Total income (net of interest expense ) Rs crore 289 943 743
PAT Rs crore 70 244 180
Gross Stage 3 assets % 2.0 1.7 2.0
Return on managed assets % 2.0* 2.1 2.1

*annualised
UA: unaudited, A: audited

Any other information: Not Applicable

Note on complexity levels of the rated instrument:
CRISIL Ratings™ complexity levels are assigned to various types of financial instruments and are included (where
applicable) in the 'Annexure - Details of Instrument’ in this Rating Rationale.

CRISIL Ratings will disclose complexity level for all securities - including those that are yet to be placed - based on
available information. The complexity level for instruments may be updated, where required, in the rating rationale
published subsequent to the issuance of the instrument when details on such features are available.

For more details on the CRISIL Ratings™ complexity levels please visit www.crisilratings.com. Users may also call the
Customer Service Helpdesk with queries on specific instruments.

Annexure - Details of Instrument(s)

Name Of Date Of Coupon = Maturity _Issue Complexity Ratmg_
ISIN Instrument Allotment = Rate (%) Date Size (Rs. Levels Outstanding
o Crore) with Outlook
Non Linkedto = 14-Aug- CRISIL
INEOO7NO7058 Convertible 14-Aug-24 IRe o 28ug 200.00 Simple AA+/Stable
Debentures P
Non CRISIL
NA Convertible NA NA NA 1050.00 Simple
# AA+/Stable
Debentures
NA Commercial NA NA 7-365 ' 4000.00 Simple CRISIL A1+
Paper days
# Yet to be issued
Annexure - Rating History for last 3 Years
Current 2024 (History) 2023 2022 2021 Stant of
Instrument Type Olﬁf‘:a‘)ﬂ?‘i‘ng Rating Date Rating Date Rating Date Rating Date Rating Rating
Commercial CRISIL CRISIL CRISIL CRISIL CRISIL | CRISIL
Paper ! ST 1000.0 N 21-05-24 N1 30-10-23 VST 300022 CEET 250121 Y EY Mo
CRISIL CRISIL CRISIL
02-01-24 ATt 28-09-23 0T 280122 COE -
Non Convertible CRISIL CRISIL
Debentures LT 1250.0 AA+/Stable | 2170824 Apjpositive - - -
CRISIL
02-01-24 | \njPositive - - -

All amounts are in Rs.Cr.

Criteria Details

Links to related criteria
Rating Criteria for Finance Companies
CRISILs Criteria for rating short term debt

Criteria for Notching up Stand Alone Ratings of Companies based on Parent Support
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Note for Media:

This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper/magazine/agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL Ratings. However, CRISIL Ratings alone has
the sole right of distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites and portals.

About CRISIL Ratings Limited (A subsidiary of CRISIL Limited, an S&P Global Company)

CRISIL Ratings pioneered the concept of credit rating in India in 1987. With a tradition of independence, analytical rigour and
innovation, we set the standards in the credit rating business. We rate the entire range of debt instruments, such as bank loans,
certificates of deposit, commercial paper, non-convertible/convertible/partially convertible bonds and debentures, perpetual
bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other structured
debt instruments. We have rated over 33,000 large and mid-scale corporates and financial institutions. We have also instituted
several innovations in India in the rating business, including ratings for municipal bonds, partially guaranteed instruments and
infrastructure investment trusts (InvITs).

CRISIL Ratings Limited ('CRISIL Ratings') is a wholly-owned subsidiary of CRISIL Limited ('CRISIL'). CRISIL Ratings Limited is
registered in India as a credit rating agency with the Securities and Exchange Board of India ("SEBI").

For more information, visit www.crisilratings.com

About CRISIL Limited
CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and
data to the capital and commaodity markets worldwide.

For more information, visit www.crisil.com

Connect with us: TWITTER | LINKEDIN | YOUTUBE | FACEBOOK

CRISIL PRIVACY NOTICE

CRISIL respects your privacy. We may use your contact information, such as your name, address and email id to fulfil your request and service your
account and to provide you with additional information from CRISIL. For further information on CRISIL's privacy policy please visit www.crisil.com.

DISCLAIMER

This disclaimer is part of and applies to each credit rating report and/or credit rating rationale (‘'report') provided by CRISIL
Ratings Limited ('CRISIL Ratings'). For the avoidance of doubt, the term 'report' includes the information, ratings and other
content forming part of the report. The report is intended for use only within the jurisdiction of India. This report does not
constitute an offer of services. Without limiting the generality of the foregoing, nothing in the report is to be construed as CRISIL
Ratings provision or intention to provide any services in jurisdictions where CRISIL Ratings does not have the necessary
licenses and/or registration to carry out its business activities. Access or use of this report does not create a client relationship
between CRISIL Ratings and the user.

The report is a statement of opinion as on the date it is expressed, and it is not intended to and does not constitute investment
advice within meaning of any laws or regulations (including US laws and regulations). The report is not an offer to sell or an offer
to purchase or subscribe to any investment in any securities, instruments, facilities or solicitation of any kind to enter into any
deal or transaction with the entity to which the report pertains. The recipients of the report should rely on their own judgment and
take their own professional advice before acting on the report in any way.

CRISIL Ratings and its associates do not act as a fiduciary. The report is based on the information believed to be reliable as of
the date it is published, CRISIL Ratings does not perform an audit or undertake due diligence or independent verification of any
information it receives and/or relies on for preparation of the report. THE REPORT IS PROVIDED ON “AS IS” BASIS. TO THE
MAXIMUM EXTENT PERMITTED BY APPLICABLE LAWS, CRISIL RATINGS DISCLAIMS WARRANTY OF ANY KIND,
EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, INCLUDING WARRANTIES OF MERCHANTABILITY,
ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION, SATISFACTORY QUALITY,
FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE. In no event shall CRISIL Ratings, its associates, third-party
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https://www.crisil.com/en/home/crisil-privacy-notice.html

providers, as well as their directors, officers, shareholders, employees or agents 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) in connection with any use of any part of the report
even if advised of the possibility of such damages.

The report is confidential information of CRISIL Ratings and CRISIL Ratings reserves all rights, titles and interest in the rating
report. The report shall not be altered, disseminated, distributed, redistributed, licensed, sub-licensed, sold, assigned or
published any content thereof or offer access to any third party without prior written consent of CRISIL Ratings.

CRISIL Ratings or its associates may have other commercial transactions with the entity to which the report pertains or its
associates. Ratings are subject to revision or withdrawal at any time by CRISIL Ratings. CRISIL Ratings may receive
compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of the instruments,
facilities, securities or from obligors.

CRISIL Ratings has in place a ratings code of conduct and policies for managing conflict of interest. For more detail, please refer
to: https://www.crisil.com/en/home/our-businesses/ratings/regulatory-disclosures/highlighted-policies.html. Public ratings and
analysis by CRISIL Ratings, as are required to be disclosed under the Securities and Exchange Board of India regulations (and
other applicable regulations, if any), are made available on its websites, www.crisilratings.com and
https://www.ratingsanalytica.com (free of charge). CRISIL Ratings shall not have the obligation to update the information in the
CRISIL Ratings report following its publication although CRISIL Ratings may disseminate its opinion and/or analysis. Reports
with more detail and additional information may be available for subscription at a fee. Rating criteria by CRISIL Ratings are
available on the CRISIL Ratings website, www.crisilratings.com. For the latest rating information on any company rated by
CRISIL Ratings, you may contact the CRISIL Ratings desk at crisilratingdesk@crisil.com, or at (0091) 1800 267 1301.

CRISIL Ratings uses the prefix 'PP-MLD' for the ratings of principal-protected market-linked debentures (PPMLD) with effect
from November 1, 2011, to comply with the SEBI circular, "Guidelines for Issue and Listing of Structured Products/Market Linked
Debentures". The revision in rating symbols for PPMLDs should not be construed as a change in the rating of the subject
instrument. For details on CRISIL Ratings' use of 'PP-MLD' please refer to the notes to Rating scale for Debt Instruments and
Structured Finance Instruments at the following link: https://www.crisilratings.com/en/home/our-business/ratings/credit-ratings-
scale.html
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https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.crisilratings.com%2Fen%2Fhome%2Four-business%2Fratings%2Fcredit-ratings-scale.html&data=05%7C02%7CTejas.Panchal%40ext-crisil.com%7C8de560bff6fa476459a908dc9f34ca30%7C4d8b04bf7a7c48a0b6e338da5008297e%7C0%7C0%7C638560296311153514%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=6z1WV3aQtdPi4PN%2FznGhq7rJK5eSnRvqjU%2Fqjg%2Fj%2Fk0%3D&reserved=0
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