Banking for the Future

With a diversified portfolio of financial services and a strong parentage, the company is among
the few NBFCs that are well-positioned to make the most of India’s growth story
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L&T Finance Holdings hasbeena
steady performer in the past two
yearseven as most of its peers have
struggled during the period. In the
last six quarters, the Mumbai-based
non-banking financial company
(NBFC)hasreported an increase in
profits in each successive quarter,
barringone, while earningsdeclined
intherestofthe industry. With its
diversified portfolio of financial
services, the company isamong

the few NBFCs that are well-posi-
tioned to make the most of India’s
growthstory.

“We have positioned ourselvesasa
comprehensive business solutions
provider. This has ensured growth
inour l‘dl’l]lng\ dt‘\pl[(‘ various bll\l
ness cycles,” said YM Deosthalee,
chairman and managing director of
L&T Finance Holdings.

The company is indeed a com-
prehensive business solutions
provider as it provides financing
for infrastructure and construction
projects, vehicles, housing, loan
againstsharesand italsodealsin
microfinance. In addition to this, it
entered the mutual funds industry
by acquiring Fidelity mutual fund
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“Inthe last one or two years, the
infrastructure sector was not doing
well. Atthat time, retail businesses
compensated in terms of growth,”
said Deosthalee, who believes the
company’s comprehensive portfolio
of financial services, management
strength, risk management system
and strong parentage gives L&T
Finance Holdings a competitive
edge over its peers.

The company’s executives in each
segment come with arich experi-
ence in the industry, he said. “All
segments are independently man-
aged. Inaddition to this, the parent
L&T’sbrand gives a high level of
confidence to our customers, ba nks
and employees. We also get a better
pricing when we borrow funds,”
he said.

In the current fiscal, the company
expects improvement in margins de-
spite no substantial growth inlend-
ing. “Duringthe last three years,
we have concentrated more on bank
borrowing as capital market was

not very conducive. But in the last
three months, debt placements to
institutions have picked upduetoa
stable interest rate environment and
expectations of reduction in interest
rate inanother two-three quarters.
This hasgiven institutions confi-
dence in investing in fixed-rate se-
curities. We intend tomaintain our
net interest margin or NIM between
5.75% and 6%,"” said N Sivaraman,
president .md whole-time director of
the company.

Atthe end 0f2013-14, the company’s
NIM was

Although Deosthalee says each
business segment that the company
operates in has the potential to grow,
he is most upbeat on rural banking.
L&T Finance Holdings intends to
focus on technology inunderpen
etrated rural markets for growth.
“The future of bankingisnot in
opening branches but in technology
and innovations,” hesaid, adding,
“With our fleet on street branches,
weare reachi ngour customer wit h
out physical branches. Our officers
goto the customer’s place and do op-
erations on tablet. How fast you can
reach and serve the customer will
eventually be the order of the day,
with adequate risk management.
Data is transmitted to the nearest
branch and post the appraisal, loan
is processed withinaday

Over the next couple of years, the
company wants its mutual fund to
figure among the country’s top ten
mutual funds. At present, itisthe
13th biggest mutual fund in India in
terms of assets under management.
“Three years from now, we would
like to keep our wholesale and retail
loan book nearly same. As of today,
wholesale is higher. Over a period of
time we would be more comfortable
ifretailis65%," he said

Despite the growth potential,
Deosthalee believes in not settinga
specific benchmark for the future.
“Wedo not believe in setting targets
because then we would be chasing
topline. Our target is toachieve sus-
tainable returnsover a long period
oftime. This means we would like
toachieve areturnonnet worthor
RoNW 0f16-18%. Asof now, it is
lower because we have made signifi-
cant investment in asset manage-
ment business. Hence, it will take
oneor two years toreach thatlevel,”
hesaid.

While the company continues to
focuson growing its business across
verticals, its efforts are more con
centrated on turning intoa bank.

“Our business model is more likea
bank. So we believe we can become a
successful bank mmmrv' hesaid.
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“Our business model is more like a bank So, we believe,
we can become a successful bank in future”

BHARAT CHANDA



