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‘We are MUFG’s strong retail arm’
TWO-WAY ROAD. Shriram Finance chief spells out the terms of the NBFC’s mutually beneficial tie-up with Japanese bank

—
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hriram Finance Ltd
(SFL) is working on a
synergistic relation-
ship with MUFG

Bank. The non-banking finan-
cial company (NBFC) will
fund the clients ofthe corpor-
ates supported by the Japan-
ese bankingmajor.

This way SFL, which at last
count had assets under man-
agement (AUM) of %3,13,798
crore, will gain business while
MUFG Bank can strengthen
its relationship with corpor-
ates in India, said Umesh Re-
vankar, Executive Vice Chair-
man, SFL, in an interaction
with businessline.

InApril,MUFGBank,which
is Japan’s premier bank,
picked up 20 per centstake in
SFL for 39,618 crore via a
preferential issue of equity
shares. Revankar observed
that SFL is building capabilit-
ies to lend to mid-sized cor-
porates, with ticket sizes of
¥30-40 crore. This business
will startin October.

Edited excerpts:

Could MUFG Bank
eventually encourage SFL
to convert into a bank?
Idon’t think that is necessary.
MUFGis already a bank, par-
ticularlya wholesale bank, and
what they wantis a strong re-
tailarm... whichiswhytheyin-
vested in us. My senseis that
they believe SFL is a better
vehicle forretaillendingthana
bank because an NBFC has
much greater flexibility. With
MUFG investing substantial
capital, resources should not
beaproblem.

How long will the capital
infused byMUFG Bank
last withoutyou needing
to raise additional capital
from the markets?
Technically the capital should
support us until around 2030.
Our CRAR (capital to risk-

weighted assets ratio) is cur-
rentlyaround 34 per cent. This
capital should support 18-20
per cent annual growth. We
canoperate comfortablydown
to around 20 per cent without
raisingadditional capital.

What synergies do you see
fromyourpartnership
with MUFG Bank?
The synergies will work both
ways. MUFG is primarily a
wholesale bank, lending to
corporates. They have rela-
tionships with some of the
largest companies, including
Japanese companies such as
Suzuki, Toyota, Honda and
Yamabha, as well as Indian cor-
porates suchas Tata Motors.

These corporates also have
significant retail distribution
networks. Ifwe finance the re-
tail ecosystem around the
products manufactured by
companies that have relation-
ships with MUFG,their rela-
tionship with those corpor-
ates becomes even stronger.
So, thereisbothadirectandan
indirectbenefit.
Many foreign companies

may have a strong presence in
India but may not have ad-
equatereachintothelast mile,

particularly in towns and vil-
lages. Financing can play a ma-
jorrolein enablingthatreach.

What opportunities are
you seeing in company
ecosystem financing?
These companies have an en-
tire ecosystem comprising
dealers, sub-dealers, stockists
and multi-product dealers.
Take consumer durables such
as refrigerators or air condi-
tioners. Large Japanese
brands such as Toshiba,
Panasonic and Hitachi may
have strongrelationships with
major dealers, but reaching
smaller towns and smaller
dealersisabit difficult.

In India, everyone needs
credit. You cannot expect
dealers and stockists to pay
upfront cash and maintain
large inventories. This is
where we can play a majorrole
through supply-chain finan-
cing, dealer financing and in-
ventoryfinancing.

For example, a small dealer
may stock 10 air conditioners
and need two months of
credit. The requirement may
only be around %2 lakh,so the
ticket size is small, but there
could be thousands of such 

transactions. We can do this
with our large distribution
networkof3,225 branches.

Howwill the composition
ofyour loan book change
by 20302
The new products should
grow faster because they are
starting from a smaller base.
OurMSME bookincludes sup-
ply-chainanddealerfinancing,
among other businesses.
Today, MSMEs account for
around 13 per cent ofthe total
book. We expect this to rise to
20-22 per centby2030.

Passenger vehicle financing
should grow faster because
shortage of credit is particu-
larly significant in deep rural
areas. I expect passenger
vehicle financing to grow at
20-22 per cent annually. Com-
mercial vehicle financing
should grow at 12-15 per cent
annually. Two-wheeler finan-
cing could grow at around 15
per cent. These are dynamic
estimates, not fixed targets.

What is your outlook for
the gold loan business?
Gold loans should grow signi-
ficantly, although they will re-
main asmall part ofthe overall

book. We currently have
around 8,000 crore of gold
loans and expect the book to
reach about 20,000 crore
overthe next three years. That
would be around 5 per cent,
compared with approximately
2.5 percent today.

Given that non-vehicle
loans are growing ata
fasterclip, what will be the
share ofvehicle loans in
yourAUM by2030?
Vehicle (commercial and pas-
senger) financing currently
accounts for around 69 per
cent of the AUM.It could de-
cline to 64-65 per cent. How-
ever,it is difficult to fall much
below that because passenger
vehicle financing is expected
to grow strongly. These are all
dynamic businesses. My ex-
pectationis that vehicle finan-
cing could decline by 4-5 per-
centage points.

Ifwe are tobecomelarger in
non-vehicle lending, we have
to enterlarge-ticket corporate
lending, which we are not
thinking of. We are, however,
looking at financing MSMEs
and mid-sized corporates, po-
tentially with ticket sizes of
%¥30-40 crore. There is a good
opportunity in this segment.
Weare building our expertise
and hiring people to develop
this capability. We expect to
start lending to this segment
by October and build it care-
fully. However, over time, we
expect a meaningful portfolio
withintheMSME business.

How is the opportunity in
electric vehicle lending?
We started EV financing
around one and a half years
ago. Initially, our lending was
around 13 crore per month.
Today,it is around ¥250 crore
per month, and we expect to
touch I500 crore a month
withinaboutayear.

Our EV receivables are cur-
rently around 2,500 crore,
and we expect them to reach
approximately5,000 crore by
theend of2027.


