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Empowering India’s Underserved: Cholamandalam Investment & Finance

India’s Financial Landscape

India’s financial prospects and outlook are advancing at a significant pace, led by increasing financialisation,
fomalisation and digitisation. With a population exceeding 1.4bn, and a significant portion of the community
residing within the rural area (the urbanisation rate is around 36%), India offers an enormous opportunity for
companies within the financial sector, enabling broader access to finance.

One company that has efficaciously tapped into this potential is Cholamandalam Investment & Finance
Company (Chola). A financial services arm of the Murugappa Group (founded in 1900), Chola has decisively
positioned itself to cater to the financial needs of India’s underbanked population. The company operates from
1387 branches across India, with assets under management of over A$25bn. It has grown significantly over the
past decade, with a mission to enable their customers to have a better life, thereby leading to a better nation.

Chola has grown its customer base from 350,000 in 2010 to 3.6 million by 2024. It has expanded its presence
with 54,000 employees across India’s 26 states and 6 territories. Their presence is particularly significant in Tier
[11-VI towns (population of 50,000 or lower, including villages of less than 5,000)) and in remote and rural areas
of India. Financial products offered include Vehicle and Housing Finance, Consumer & Person Loans, SME
Loans and Stock Broking.

Expanding Financialisation in India

Chola is in a position of prominence in India’s emerging financialisaton wave through tapping and scaling into
the opportunities offered by India’s underbanked and underserved communities and population. This wave, and
the broader trend towards financialisation in India, are being driven by rising per capita income, urbanisation,
and the need for formalised lending structures offering regulated finance. In addition, India has experienced
huge growth in digitisation which is being powered by close to 1Tbn Smartphones and over 750m interest users.
This allows accessibility to financing. Chola has leveraged this golden opportunity by strategically focusing on
communities that were financially underserved, particularly the rural cities and regions and semi-rural parts of
India.

Chola’s wide and varied portfolio is designed and curated to meet the financial needs of its varied clientele. A
major part of Chola’s total loan book is dedicated to auto (vehicle) financing, covering commercial vehicles,
tractors, and two-wheelers which are pivotal for both personal as well as economic mobility. In addition to
auto/vehicle loans, Chola also offers home/property loans targeting underpenetrated areas to enable
individuals to improve their standard of living (through purchasing and/or constructing homes). Chola also
caters to small and medium-sized enterprises (SMEs) by providing business loans and supporting
entrepreneurship.

Chola’s prospects are driven by strong management, robust financials, and structurally rising rural income,
bolstered by government initiatives targeted towards rural development and agriculture. These factors are likely
to create rising demand for financial products/services. Additionally, India’s growing exposure towards digital
adoption and transformation, especially from the rural hotspots will further improve and extend Chola’s reach
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to cater to the customers effectively and efficiently. The company’s growth and quality metrics are characterised
by robust growth in its assets and profits as well as stable return on assets and reducing loan provisions.

Chola’s Financials

The company has growth its assets under management at 22% per annum over the last 10 years. This strong
growth has led to profit growth of 26% per annum also over the same period. This has accelerated to 34% per
annum over the last 5 years as India’s financialisation has accelerated through digitisation. Chola enjoys net
interest margins of 7.8% (March Quarter, 2024) and a return-on-equity of over 22%. Itis well capitalised at 18.6%,
with Tier | capital above 15%.

The company’s shareholders include Capital Group, Vanguard, Blackrock, and Norges Investment Bank, in
addition to the 50% held by its founders. As a validation of the company’s quality, Indian mutual funds hold 17%
of the stock. Whilst Chola is by no means a cheap stock, given its growth profile over the last 10 years, it plays
the under-penetration and financialisation story of India, which is likely to lead to significant compounding
earnings growth over time, particularly as the addressable market grows from a low base.

Chola’s stock price

CHOLAMANDALAM INV, 1M, NSE 1,359.95 INR
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The stock was purchased in the India Avenue Equity Fund in early 2022 and has subsequently doubled over the
last two years. The company has high calibre management and has adopted a relatively conservative stance
when it comes to lending. While India’s Private Banks focused on banking to corporate employees in urbanised
locations, the NBFC’s (?) like Chola focused on smaller cities and rural India, with the intent of providing basic
financial services to a broader component of India’s significant and aspirational population.
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Disclaimer

This Note (‘Note’) has been produced by India Avenue Investment Management Limited (‘IAIM’) ABN 38 604 095 954, AFSL
478233 and has been prepared for informational and discussion purposes only. This does not constitute an offer to sell ora
solicitation of an offer to purchase any security or financial product or service. Any such offer or solicitation shall be made
only pursuant to a Product Disclosure Statement, Information Memorandum, or other offer document (collectively ‘Offer
Document’) relating to an IAIM financial product or service. A copy of the relevant Offer Document relating to an IAIM product
or service may be obtained by writing to us at IA@indiaavenue.com.au or by visiting www.indiaavenue.com.au.This Note does
not constitute a part of any Offer Document issued by IAIM. The information contained in this Note may not be reproduced,
used, or disclosed, in whole or in part, without the prior written consent of IAIM.

Past performance is not necessarily indicative of future results and no person guarantees the performance of any IAIM
financial product or service or the amount or timing of any return from it. There can be no assurance that an IAIM financial
product or service will achieve any targeted returns, that asset allocations will be met or that an IAIM financial product or
service will be able to implement its investment strategy and investment approach or achieve its investment objective.
Statements contained in this Note that are not historical facts are based on current expectations, estimates, projections,
opinions and beliefs of IAIM. Such statements involve known and unknown risks, uncertainties and other factors, and undue
reliance should not be placed thereon. Additionally, this Note may contain “forward-looking statements”. Actual events or
results or the actual performance of an IAIM financial product or service may differ materially from those reflected or
contemplated in such forward-looking statements. Any trademarks, logos, and service marks contained herein may be the
registered and unregistered trademarks of their respective owners. Nothing contained herein should be construed as granting
by implication, or otherwise, any license or right to use any trademark displayed without the written permission of the owner.
Certain economic, market or company information contained herein has been obtained from published sources prepared by
third parties. While such sources are believed to be reliable, neither IAIM nor any of its respective officers or employees
assumes any responsibility for the accuracy or completeness of such information. None of IAIM or any of its respective
officers or employees has made any representation or warranty, express or implied, with respect to the correctness, accuracy,
reasonableness or completeness of any of the information contained in this and they expressly disclaim any responsibility or
liability, therefore. No person, including IAIM has any responsibility to update any of the information provided in this Note.
Neither this Note nor the provision of any Offer Document issued by IAIM is, and must not be regarded as, advice or a
recommendation or opinion in relation to an IAIM financial product or service, or that an investment in an IAIM financial
product or service is suitable for you or any other person. Neither this Note nor any Offer Document issued by IAIM considers
your investment objectives, financial situation, and particular needs. In addition to carefully reading the relevant Offer
Document issued by IAIM you should, before deciding whether to invest in an IAIM financial product or service, consider the
appropriateness of investing or continuing to invest, having regard to your own objectives, financial situation, or needs. IAIM
strongly recommends that you obtain independent financial, legal and taxation advice before deciding whether to invest in an
IAIM financial product or service.
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