Chairman’s Letter
Dear Shareholders & fellow Lendingkart-ians,

We are fortunate in this decade to be part of a fast-paced economy and the new generation of entrepreneurs
from ‘Bharat’ who are currently executing the businesses with flexibility and simplicity that comes with digital
technology.

Penetration of data connectivity and hardware at affordable prices is helping more and more MSMEs move
from traditional to digital methodologies. Today the rural population is at similar footing as city suburbs in
terms of business visibility, sourcing and competitive product pricing. As a result, these businesses have seen
a surge in their product/ services demands, giving rise to working capital requirements. However, majority of
businesses are from the unorganised sector, barely possessing any recorded financial history, which affects
their credit taking capability. They have to resort to informal sources to address their financial requirements
and end up paying higher rates on loans borrowed, clogging their business growth, even keeping high collateral
for their loans.

Against this backdrop, we decided to change the paradigm and address the credit gap of USD 400 Bn in this
segment. We have built the right kind of origination platform to provide them easy and convenient access,
we have tied up with right kind of data sources to evaluate their cash flows and then digitised the delivery and
collections of loans.

As of Mar 2020, Lendingkart has evaluated more than 750,000 loan applications. The customer can
conveniently reach to us either on our i) Mobile app ii) mobile web or iii) regular web, which all have a
seamless experience. He just needs to provide us his banking data as information for evaluating his cash flows.
He can either upload them on system or give us access to his data through verified sources. Once his data is
collected our system automatically translates it into machine readable format which then goes into our
proprietary decision engine to evaluate the borrower. The credit models deployed by us are self-learning. A
champion model is in continuous production while newer and more effective challenger models are being
continuously worked by the in-house team. .
ge

Lendingkart Customer Profile: 12%

Our focus has been young and educated digitally savvy entrpreneures who are based 3
in non-metro cities and have growing micro enterprises, across wide range of
industries. Our customer base is comrpised of young enterpreneurs with 60% under

35 years of age and ~88% under 45 years. 81% of these businesses are based innon- . o5 2645 = a6
metro cities and their primary driectors are graduates and above using smart phones

and business revenue less than Rs 25 Lacs. These businesses employ <=10

employees and have been opertaional for less than 3 years at time of loan #Employees
applications. 20% customers are new to credit and hence now included in the
formal economy.
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Technological improvements:

We have strived for a strong IT infrastructure to support the new age sourcing, information gathering and
processing, delivery & risk control and reporting for the lending business.

In FY 20, we streamlined internal processes and re-designed frameworks to strengthen our end to
end funnel starting with origination by improving prioritization logics and extending the same to our
omnichannel partners for right reach.

Based on our past learnings, a pilot straight through journey with zero touch points and 100%
transparency of the loan process to our customers and partners has been developed and implemented.
In the coming year, we have taken a self-goal to extend this platform capability for the 75 percentile
of our customers, for a loan to be offered to them within 24 hours of their application.

For an effective and successful digitization of the customer journey, we have digitized our risk
framework by integrating our platform with best in class fraud check to identify any kind of potential
fraud in real time.

One of the major achievements this year has been revamping our loan delivery method by adopting
optimized phygital approach and turnaround time being reduced by ~45% by leveraging technology
at every stage possible with emphasis to highlight and resolve any pendency.

We have been at the forefront of implementing video Kyc, participating with India stack, e-NACH,
e-sign, which has tremendously enhanced our capability to deliver our offering to remotest locations
and hinterlands in the country. We have currently delivered our loans to more than 1300+ locations
pan India, with almost ‘0’ branches.

Boosting growth through innovation in distribution and partnerships:

Our aim has been to make finance solutions available to our customers either through us or through our
partners. In this effort we have taken multiple steps in FY’20.

During the year we started making gold loan available to our customers in our distribution funnel
who either due to lack of information, different need or credit quality we could not serve.

We have partnered in co-lending relationships with Banks & NBFCs. With these relationships we are
able to offer better loan terms to our borrowers. Further we have been able to give our partners a
chance to serve MSMEs as well through our platform and thereby increase our reach overall. These
relationships have been smoothly functioning via an inhouse developed platform that enables
seamless real-time information flow between Lendingkart and its partners for minimum turnaround
time. We aim to collaborate with them to increase our portfolio exposure to 50% with our co-lenders.
While serving our customers we realized that a lot of their families did not have access to rightful
insurance products. We then worked with newer insur-tech startups like Digit & Acko and established
brands like HFDC Ergo, Max Life & Tata AIG to design affordable and relevant products for them.
While working with our partners on our distribution/origination platform we realized how they faced
regular problems in registering themselves with multiple institutions, providing data and accessing
accounting and payments from them. We have taken a target to build a platform for our omnichannel
partners where they can easily access us and serve MSMESs. Also in future they get seamless access to
other partners as well who work with us in our eco-system. We currently have more than 100 active
partners working with us on our platform.

Best in class MSME portfolio:

We closely monitor the NPAs and develop model based on learnings, industry and policy changes,
LendingKart's Machine Learning Algorithm and Models works on close to 10,000 variables, and has proven
to perform better for New to Credit MSMEs than 651-700 CIBIL score (@ 6MoB-30+ rate. Lendingkart has
always been proactive in evaluating the eatly warning triggers and formulating mitigation strategies to address
the probable risks.




Business Performance:
In context of credit growth, Lendingkart has maintained its performance and the key figures are:

e New loans booked during FY2020 were 52,835, an increase of 45% over last FY

o Assets under management (AUM) grew by 77.2% to Rs 2428.8 Crores as of 31 March 2020

e Total income in FY20 increased by 112.94% to Rs 464.3 Crores from last FY

e Lendingkart has maintained the profitability of its NBFC arm, which only a few fin-techs have
achieved in the country.

e With the continuous hard work from team, Lendingkart has secured an upgrade in Credit rating to
A-/ Stable Outlook from credit agencies.

¢ Lendingkart is only one of the few lenders in MSME space which has more than 80 % of its portfolio
insured under Credit Guarantee Scheme (CGTSME) of Central government. This scheme provides
almost 75 % cover on the cost of default of the company.

Business Continuity Plan in times of Crisis:

In the ongoing year, the world is seeing the COVID -19 pandemic and its impact on all sectors of the world
economy. MSMEs in India have been impacted severely by pandemic induced lockdown and RBI has
announced credit reliefs and credit guarantee schemes to push more liquidity towards MSMEs. There has
been a wide opportunity segment foreseen for MSMEs due to the disruption in global demand & supply, and
supply chain as well, especially China, leading to an enforced rigor on making Bharat Atmanirbhar.

At the start of the lockdown period, we simulated various scenarios based on industry, geographical areas,
businesses segment and their impacts for planning the business for the coming year. The fundamental idea
was to help our existing customers and be empathetic towards them since they were going through one of
the most struggling times. We spoke to all our customers during the lockdown enquiring about their and
family’s wellness and how we could help them. This approach and internal efforts have gone a long way for
us in managing our collections during these times and allowing us to achieve numbers which are again best in
class. We as a firm have come out stronger with our employees having outperformed expectations while
working from home, enabling us to deliver a resilient performance during this time.

I am confident that the series of actions being taken by the governments and companies will succeed and
show an improved performance in the MSME segment in. Lendingkart hopes to be at the forefront to support
the sector in bringing this change.

For each of the functions this year, the focus shall be on driving cost efficiencies, enhancing product delivery,
leveraging the tech infrastructure, and building a more scalable and sustainable business.

I would like to thank fellow Lendingkart-ians, our partners and lenders and all other stakeholders for their
support, belief and commitment to us during last year. Hope to continue to build Lendingkart to be a company
we are all proud of.

Wishing all of you a safe year ahead.
Hashvardhan Lunia

Chairman & Managing Director
Lendingkart Technologies Private Limited
















