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Management Discussion and Analysis 
 

Economic overview:  

 

Global Economy  

The global financial system has been impacted by significant strains from the banking turmoil in 

the U.S. and Europe. In contrast, the financial sector in India has been stable and resilient, as 

reflected in sustained growth in bank credit, low levels of non-performing assets and adequate 

capital and liquidity buffers. Both banking and corporate sector balance sheets have been 

strengthened, engendering a ‘twin balance sheet advantage’ for growth. The reach and depth of 

financial intermediation is being aided by technology and growing digitalization, which provides 

new opportunities for growth and financial inclusion.  

 
Source: Financial Stability Report  

 

Indian Economy   

  

Growth Rate 

  

Despite the challenging macro-economic conditions, the Indian economy remained stable and 

resilient. In the last quarter of FY22, India's real GDP grew remarkably by 6.1%, surpassing analyst 

expectations. Looking ahead, it is projected to maintain a growth rate of 6.5% during 2023-24 with 

balanced risks. 

  

Despite facing multiple global headwinds, the economy's growth momentum is gaining strength, 

supported by factors such as robust domestic demand, substantial public investments in 

infrastructure, smooth funding for businesses and households, and a positive business outlook. 

Also, India's purchasing managers' indices (PMIs) for both manufacturing and service sectors 

continue to outperform regional and global indices further strengthening the confidence. 

  

Inflation 

  

Inflation experienced broad-based price pressures during the first half of the year due to a spike in 

global prices of commodities like crude oil, food, fertilizers, and metals, along with renewed 

supply disruptions after the war, reaching 7.8% in April 2022. 

  

However, as global supply chains normalized, targeted supply management measures and a policy 

repo rate hike by the RBI led to moderation in the second half of the year. Headline inflation 

gradually decreased from 7.8% (April 2022) to 4.3% (May 2023) due to monetary tightening, 

supply-side measures, and eased global supply bottlenecks. Core inflation also eased out but 

remained above 5%. 

  

 

 

 

 



 

Fiscal Deficit Down 

  

For FY23, the government successfully managed to keep the fiscal deficit at Rs. 17.3 lakh crore, 

which was lower than the revised estimate of Rs. 17.55-lakh crore (Reported by the CGA). 

However, as the economy grew, the fiscal deficit as a percentage of GDP remained at 6.4%. 

 

Banking Ecosystem 

  

The Indian financial system, supported by a robust banking system, remains stable and plays a 

crucial role in meeting out the productive needs of the economy. Banks are well-prepared for a 

credit cycle upturn that has been underway since early 2022. The major reasons being healthy 

earnings, adequate capital, liquidity buffers, and enhancing asset quality. 

 

Banking Sector soundness Indicators 

 

 
Source: RBI Supervisory returns and staff calculations 

  

Additionally, India's digital public infrastructure (DPI) fosters financial innovation and 

competition, enhances financial inclusion, and democratizes finance. Thus, boosting economic 

growth and enhancing the financial system's resilience and efficiency. 

 
Sources: 

Financial Stability Report, RBI Annual Report, MOSPI, India Ratings and Research 



 
 

Industry Overview: - 
 
Housing scenario in India  
 
HFCs have a total market size of INR 28.4 Tn (FY23), of which INR 11 Tn is the affordable housing 
market size. The market share by players i.e., banks and HFCs in the affordable housing market is 
split in such a way that 60% comprises of Banks and 40% (INR 4.4Tn) via HFCs.  
 

Dichotomous economy scenarios  
 
With the rise in the repo rate in May 2022 by 250bps by the Central bank, again in response to an 
inflation goal, the cost of borrowing for housing finance businesses have risen, resulting in higher 
home loan interest rates for borrowers. It will raise the cost of taking out mortgages and purchasing 
properties. This may result in a decline in home demand. Furthermore, an increase in interest rates 
will make it more difficult for consumers to qualify for mortgages, lowering demand even further. To 
help control inflation, the repo rate has been raised six times in the current financial year (the current 
repo rate is at 6.5% vs 4% a year ago). In the affordable segment in particular, our cost of borrowing 
increased to 250bps. With the last push of 35 basis points in December 2022, which was 
subsequently passed on to end users in total, retail consumers began to feel the heat as their EMIs on 
current loans began to rise.  
 
Despite the hardening rate scenario, there is an increase in the demand primarily driven due to pent-
up demand post-Covid-19 as people are looking at bigger accommodations.  
 
Source: Business Today 
https://www.businesstoday.in/latest/in-focus/story/bt-mindrush-2023-no-slowdown-in-home-loan-demands-says-sbis-dinesh-kumar-khara-378962-2023-04-26 

 
Why demand is high? 
 
The growing awareness of home ownership and the government’s favorable affordable housing schemes 
has led to significant growth in the affordable housing segment. With people realizing the long-term 
potential of owning a house v/s renting led to sustainable growth in the segment. An increase in earning 
potential, a need for a better standard of living and the growing base of aspirational consumers and their 
lifestyle changes have led to substantial growth in the sector. With suited economic growth, the premium 
housing segment will also witness higher demand in the years to come. Reforms in stamp duty, the 
introduction of affordable rental housing complexes and government-aided schemes will boost this asset 
class while providing relief to the many who do not have access to it. 
 
The RBI's monetary policy is a testament to the country's commitment to financial stability and economic 
growth. The focus on maintaining inflation in check while supporting the growth of the sector is 
commendable. The increased repo rate could impact residential sales to some extent, particularly in the 
affordable segment but in the mid-term, it will have no impact. 
 
Source: Mint 
https://www.livemint.com/money/personal-finance/future-of-real-estate-market-in-india-in-2023-11676368024008.html 

 
 

https://www.businesstoday.in/latest/in-focus/story/bt-mindrush-2023-no-slowdown-in-home-loan-demands-says-sbis-dinesh-kumar-khara-378962-2023-04-26


 

AHFCs – a lucrative model as the yield profile is healthy and has customer 
stickiness. 
 
Overview 

Who is a typical customer?  

Affordable housing players broadly focus on a) low- and middle-income group customers, b) 
unserved, unreached and underserved markets c) semi-urban or rural locations, and d) with or 
without documented income proofs. These include bottom-of-the-pyramid customers normally 
identified as local tradesmen, daily wage laborer, small business owners and salaried employees 
working in small firms or at junior positions in larger companies. 
 
These players help to fill the home financing gap for this segment that large NBFCs/HFC/banks 
normally don’t cater to because of operational costs and lack of credit score or proven credit history. 
This requires specialized eye for underwriting to analyze the non-volatile cashflow from all income 
sources for the borrower and his/her capacity to payback on a consistent basis. 
 
Banks majorly cater to customers with formal credit history while informal customers fail to obtain 
loans from banks due to lack of formal income proof. This creates an opportunity for NBFC/ HFCs to 
service this unserved portion of the pie which majorly comprises both salaried and self-employed 
customers with a certain degree of informal income. While large HFCs target metros and tier-1/2/3 
cities, below tier-3 regions remain underpenetrated, which leaves an opportunity for AHFCs to tap 
customers belonging to EWS/LIG/MIG from semiurban and rural markets. 
 
AHFCs primarily caters to salaried and self-employed customers in low and middle-income groups, 
which account for ~70% of the total customers in urban areas. Of these, ~30% are the informal 
salaried who typically earn in cash only. Salaried customers are typically employed by small firms or 
work in junior positions in companies, while self-employed customers are generally small business 
owners. The monthly income of these customers ranges from INR 20,000 to INR 50,000 per month 
with ATS of INR ~11.1 lakh. 
 
Consistently healthy growth in loan book across all AHFCs  
 
AHFCs have reported healthy growth over the last 6 years despite challenges like Covid and 
demonetization. Aggressive branch expansion and government push on “Housing for All” and “PMAY” 
has led to 25%+ CAGR growth over last 5 years in AHFCs. While CLSS subsidy (valid till FY23) played 
a vital role in higher disbursements in the last 5 years, growth from hereon would continue to sustain 
on the back of lower mortgage penetration, improved affordability and rising rural income. 
 
Major Headwinds for this sector 

Pressure on yields due to increased competition:  AHFCs are able to charge higher yields of 13% 
-22% to customers given that they enjoy a competitive advantage over banks and other NBFCs (on 
ticket size and underwriting capabilities built over time). If there is an increase in competition in its 
target segment, it could put pressure on the company's yields and margins. 

Source: JM financial coverage report 



Inability to maintain healthy asset quality parameters: While AHFCs have successfully 
maintained asset quality within a comfortable range despite higher early buckets delinquencies on 
the back of strong monitoring and collection mechanism, any failure to sustain asset quality metrics 
in future, leading to an increase in credit costs, will be a risk. 

Broad-based economic slowdown: Broad-based slowdown in the Indian economy may pose a risk 
to our AUM and earnings growth estimates. 

Business Overview 
 
 

  
 
 

 
Strengths                                          Opportunities                            Challenges                         Threats 

      Who We Are 

Our goal is to demonstrate the scale and impact. Our housing finance model can achieve – in 

delivering financial services to the lowest income groups, folding previously-excluded customers into 

the mainstream, and promoting economic stability and independence of women – while maintaining 

high-quality books and happy customers” 

 

“ 

We are a gender 

focused affordable 

housing finance 

company helping 

achieve the dream 

of every woman to 

‘own a home’. 

Market Penetration: present in 49 branches 

and 8 states with 74% of our branches in Tier 2 

and Tier 3 in underpenetrated credit markets 

like MP, UP and Bihar 

Steady Asset Quality: GNPA of 0.70% with 
stabilization in the quantum of 90+ DPD (Rs. 45-
50 Mn) with only 77 NPA cases 
 

Product offering: deep focus on small-ticket 

loans we are uniquely positioned of Rs. 0.4-0.8 

Mn ticket size category catering predominantly 

to the woman borrowers 

Robust returns from improving leverage 

ratios i.e. D/E ratio is at 2.4:1 

Improving collection across buckets: 
invested at a very early stage in 
strengthening the collection strategy and the 
team. 

 

Pent-up demand from Covid 

and increasing aspirations of the 

rural and semi-urban segments. 
 
Government thrust on the 
affordable housing segment 
through budgetary allocations 
and various schemes. 
 
Growing urbanization and the 
resulting growth of housing 
units 
 
Highly under-penetrated AHF 
market 
 
 
 
 

 

 

 
 

Rising interest rates and high 
inflation 
 
Changing demand and 
employment market 
 
Increased land acquisition cost 
 
Maintaining healthy asset 
quality parameters  
 

Global economic slowdown and 
hikes in repo rates 
 
Increased market competition 
pressuring yields & margins 
 
Unfavorable statutory policies 
and regulations 
 
Geographical concentration of 
the operating branches in North 
and West is subject to 
political/climate risks. 
 



 

 

 

SITARA PERFORMANCE REVIEW FY22-23 
 

Growth Metrics 

 

Disbursements 

Weathering over the challenges of FY22-23 with our determined spirit, Sitara’s performance has 

been phenomenal. The total disbursements of the company grew by 4x YoY to INR 386 Crores in 

FY23 compared to INR 81 Crores in the previous fiscal year due to expansion of branches towards 

new geographic locations. 

 

Market Penetration 

 

Deep distribution reach with expanding branches 

Building a strong & deep presence with the inception of our 13 new branches, we are continuously 

improving our market penetration with robust plans to expand. We are now spread across 49 

branches and 8 states with 74% of our branches located in Tier 2 and Tier 3 cities strengthening 

our customer acquisition. 

 

 
Making deep presence with 43% of the branches in Tier 3 cities 

 

Empowering Women to realize their Dream home 

Catering to the dreams of every woman to own a home, 100% of Sitara’s primary applicants have 

been women borrowers. We have 16,960 active loan cases with a customer base of 40,433 with 

52% males and 48% females.  

 



 

Deep focus on small ticket-size loans 

Our overall ATS stood at 6.1 lakhs with T1 7.3 lakhs, T2 5.8 lakhs and T3 5.1 lakhs, bridging the 

gaps in the 0.4 – 0.8 Mn category. 

 
Tier-wise ticket size in Lakhs (YoY) 

 

Doubled Loan book 

Increase in AUM from 320.77 Cr in FY22 to 659.37 Cr in FY23 strengthens our conviction in 

Sitara’s values and potential growth.  

 

HL to LAP ratio 

Maintaining our HL to LAP ratio as per the principle business criteria, in the last FY 23 we have 

acquired new customers of 400+ Cr Loan value, with our HL contribution of 76%. 

 

Steady Asset Quality 

Specialized to underwrite a thin file asset class with 80% outstanding loans having Rs. 40k income, 

our GNPA is 0.70% with stabilization in the quantum of 90+ DPD (Rs. 45-50 Mn) having only 77 

NPA cases to date, being a clear reflection of our commitment towards maintaining a steady asset 

quality.  

 

 

 

Adequate Long-term Debt 

A healthy leverage ratio of 2.4:1 is also indicative of Sitara’s sustainable growth over 1.7:1 ratio 

in the previous fiscal. 

 

OUR GROWTH STRATEGY 
 
• Going into FY24 with good business momentum in FY23 (Disbursement in ₹ Mn) 

 
 



 
 

 

• Strengthening our present clusters and focusing on expanding to other states:  
Contiguous expansion to Uttarakhand in FY24 followed by newer states like Chhattisgarh, Jharkhand, 
Odisha & Punjab in the next 4years. 
 
• Technology enablers across business, credit & collections 
Focus on improving operating leverage through investments in IT automation, better 
incentivisation/retention of LOs and improving collection mechanisms (focus on digital vs cash 
collection) thereby aiming to consolidate our management systems by deploying ERP. 
 

• Improving productivity is key to FY2024 growth. 
a) Focus on hiring seasoned employees from the market – strengthen sales by adding ~ 140 

new LOs, open 26 new branches by penetrating further into the states already present.  
 

 
 

1  Non-supervisory SMs 

b) Eligibility of incentives shifted from 'Volume’ driven to 'Value + Volume' driven, retention of 
on field employees with >6 months vintage. 
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