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Company Overview

Aye Finance Ltd. (AYE) is a middle layer non-banking financial company (NBFC-ML) focused on
providing loans to micro scale micro, small and medium enterprises (MSMEs) across India with
annual turnovers ranging from Rs. 10-20 Lakhs. They offer a range of business loans for working
capital and business expansion needs, against hypothecation of working assets or against security of
property to customers across manufacturing, trading, service and allied agriculture sectors. They are
among the leading NBFCs providing business loans to the largely underserved micro scale
enterprises in India, with 586,825 active unique customers across 18 states and three union territories
and with assets under management (AUM) of Rs. 6,028 crores, as of September 30, 2025. They offer
small-ticket business loans with an average ticket size (ATS) on disbursement of Rs. 1,80,000. Product
offerings comprise mortgage loans, ‘Saral’ Property Loans, secured and unsecured hypothecation
loans. Machine learning and data analysis led underwriting based on business cash flows of a variety
of business clusters has enabled them to maintain stable credit costs and scale up operations. They
are highly diversified geographically through a pan-India network of 568 branches, reducing the
systematic risk of the business.

Objects of the issue

The company proposes to utilize net proceeds from the issue towards the following objects:
Augmenting the capital base to meet the company'’s future capital requirements arising out of
growth of business and assets.

Investment Rationale

Unlocking India’s Rs. 117 trillion MSME credit gap through a granular, full-stack
lending franchise

India’s ~6 crore MSMEs, of which nearly 98% are micro enterprises, contribute ~30% to national GDP
yet remain significantly underpenetrated from a credit standpoint. As per CRISIL (FY25), total MSME
credit demand stands at ~Rs. 159 trillion, with only 27-28% met through formal channels, leaving an
estimated credit gap of ~Rs. 117 trillion. Structural constraints such as high perceived risk, limited
documentation and elevated physical distribution costs have historically restricted formal lenders
from effectively serving this segment. While banks have remained the major source of finance for
MSMEs with credit requirements of Rs. 10 lakhs to Rs. 50 lakhs, the share of NBFCs has increased
from 9.2% in FY19 to 16.6% in FY25, and is expected to rise further in this segment. AYE is a play into
this untapped market with unique positioning in the micro enterprise lending space. It is the only
provider among the peer MSME focused NBFCs to offer a full product line (secured and unsecured)
to serve a large unaddressed customer segment. While AYE provides mortgage loans, they also
specialise in efficient underwriting loans to businesses that intend to borrow loans against
hypothecation of their working assets. This is evident from their product mix as on September 30,
2025 wherein mortgage form ~20% of the loan book while the remaining ~80% is composed of
secured and unsecured hypothecation loans. Further with a granular portfolio and an average ticket
size of ~Rs. 1,80,000, which is lower than peers, the company benefits from smaller and more
affordable repayments, supporting portfolio diversification and improved credit risk management.

Seasoned leadership driving a diversified and disciplined growth engine

The company is led by Sanjay Sharma (IIT Bombay, [IM Bangalore), with over three decades of
experience across global financial institutions including HSBC, Standard Chartered, HDFC Bank and
ICICI Limited. The senior management team brings strong domain depth across lending, risk,
technology and operations, with prior key leadership roles at various banks. The collective experience
spans retail lending, credit underwriting, technology transformation and compliance, providing
strong institutional capability to scale responsibly. A key strategy of the team has been on
diversification. AYE is geographically the most diversified lender among the peer with no state having
more than 15.8% AUM concentration. As of September 30, 2025, their operations span across 415
Indian districts, 18 states and 3 union territories, with 568 branches across India. This wide
geographic footprint enables access to a large catchment area for customer acquisition while
ensuring that AUM growth remains
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well distributed across regions, thereby reducing exposure to state-specific economic, regulatory or
operational disruptions. Another key differentiator lies in its loan origination strategy. The company
follows a fully in-house origination model and does not rely on direct selling agents or third-party
sourcing channels. This approach allows for tighter control over customer onboarding, stronger
underwriting discipline and better alignment with target customer segments, thereby reducing early
delinquencies that may arise from mis-selling. The effectiveness of this model is reflected in its operating
metrics, with 29.3 loans per employee in FY25, the highest among peers. The in-house sourcing
framework also supports deeper customer engagement, fosters long-term relationships and enhances
customer stickiness over time.

Valuation

The company'’s valuation is supported by strong balance sheet expansion, improving operating scale and sustained
profitability. AUM increased from Rs. 2,722 crores in FY23 to Rs. 5,534 crores in FY25, delivering a 42.6% CAGR, while
disbursements grew at a 34.9% CAGR to Rs. 4,291 crores over the same period. Net worth expanded at a faster
48.3% CAGR to Rs. 1,659 crores, reflecting internal accrual strength and capital support for growth. Profitability
metrics strengthened during the growth phase, with NIM rising from Rs. 369 crores in FY23 to Rs. 858 crores in
FY25, registering a 52.6% CAGR, while NIM margins remained healthy at 15.3% in FY25. Operationally, the branch
count increased from 398 in FY23 to 526 in FY25 and AUM per branch improved 24% over FY23-25, indicating
productivity gains alongside scale. Asset quality metrics reflect growth-led stress but remain supported by
provisioning buffers and collection infrastructure. GNPA increased from Rs. 65 crores in FY23 to Rs. 217 crores in
FY25, with GNPA ratio rising to 4.21%, while credit cost grew in line with portfolio seasoning to Rs. 289 crores in
FY25. Despite this, provisioning coverage ratio remained at 67.6% in FY25, and collection efficiency stayed above
91%, demonstrating recovery discipline. The company continues to maintain strong capital buffers, with CRAR
improving to 34.9% in FY25, providing adequate headroom for further expansion. The portfolio mix remains
balanced, with fixed-rate loans forming 65% and floating-rate loans 35% as of FY25, enabling margin stability. The
net interest income (NII) grew at 42.3% over FY2024-25 period to Rs. 699 crores, while the net profit doubled to Rs.
175 crores over the same period. At the upper end of the price band of Rs. 129 per share, the issue is valued at a
P/B of 1.84x based on FY25 earnings. The valuation is broadly in line with industry peers. Given its scalable model,
expanding distribution footprint and improving earnings trajectory, we recommend a “Subscribe” rating for the issue

Key Risks

» AVE is subject to the risk of non-payment or default by our borrowers which may adversely affect their financial
condition. Gross NPA ratio of the company has increased from 2.5% FY23 to 4.2% in FY25.

*  The operations depend on the accuracy and completeness of information provided by the customers and third
party service providers and their reliance on any erroneous or misleading information may affect the judgement
of their creditworthiness, as well as the value of and title to the collateral.

. In H1FY26, unsecured loans comprised 38% of total AUM. If AYE are unable to recover such receivables in a
timely manner or at all, the cash flows and financial condition may be adversely affected.

»  Volatility in interest rates could have an adverse effect on their net interest income and net interest margin,
thereby affecting the results of operations and cash flows.
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Income Statement (Rs. in crores)

Particulars FY23 H1FY26
Interest Earned 623 1,040 1,460 844
Interest income 566 949 1,326 734
Fees and commission income 25 48 54 33
Net gain on derecognition of financial instruments under amortised cost 12 19 38 29
category
Net gain on fair value changes 19 25 42 48
Interest Expended 278 464 760 463
Finance cost 198 327 468 259
Net loss on fair value changes 7 6 4 31
Impairment on financial instruments 73 131 289 173
Net Interest Income (NII) 345 576 699 381
Other Income 20 32 45 20
Net Revenue 365 608 745 400
Employee benefit expenses 212 275 380 237
Operating Expenses 82 105 140 81
Profit before Tax (PBT) 71 228 225 83
Taxes 32 56 50 18
ETR (%) 44.2% 24.7% 22.1% 21.8%
Net Profit 40 172 175 65

Cash Flow Statement (Rs. in crores)

Particulars FY23 FY24 FY25 H1FY26
Cash Flow from operating activities -720 -1,323 -812 -455
Cash flow from/(used in) investing activities 78 83 -39 -15
Net cash flows (used in) / from financing activities 762 1,494 1,255 684
Net increase/(decrease) in cash and cash equivalents 120 254 405 214
Cash and cash equivalents at the beginning of the period 153 273 527 931
Cash and cash equivalents at the end of the period 273 527 931 1,145

Source: RHP, BP Equities Research

Source:RHP,StoxBox
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Balance Sheet (Rs. in crores)
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Particulars FY23 H1FY26

Assets

Financial Assets

(a) Cash and cash equivalents 273 527 931 1,145
(b) Bank Balance other than (a) above 121 204 207 228
(c) Derivative financial instruments 3 0 0 32
(d) Loans 2,555 4,003 4,950 5,382
(e) Investments 84 11 42 67
(f) Other financial assets 23 31 61 82
Total Financial Assets 3,060 4,775 6,191 6,936

Non-Financial Assets

(a) Tax assets 33 52 79 86
(b) Property, plant and equipment 5 9 12 16
(c) Right of use assets 21 21 26 38
(d) Intangible assets under development 0 3 4 4
(f) Other intangible assets 1 1 2 2
(9) Other non-financial assets 5 8 24 33
Total Non-Financial Assets 66 95 148 180
Total Assets 3,126 4,870 6,339 7,116

Equity and Liabilities

Equity Share Capital 30 40 38 38
Other Equity 724 1,193 1,621 1,690
Total Equity 754 1,233 1,659 1,727
Liabilities

Financial Liabilities

(a) Debt securities 900 1,022 1,418 1,511
(b) Borrowings 1,396 2,477 3,108 3,708
(c) Lease liabilities 24 24 28 40
(d) Other financial liabilites 16 59 48 49
Total Financial Liabilities 2,337 3,581 4,603 5,308

Non-Financial Liabilities

(a) Tax liabilities 0 0 5 5
(b) Provisions 23 30 43 49
(c) Other non-financial liabilities 12 25 29 27
Total Non-Financial Liabilities 35 56 77 81
Total Liabilities 2,372 3,637 4,680 5,389

Total Equity and Liabilities 3,126 4,870 6,339 7,116
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Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification :

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our personal views
about any and all of the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to
the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research analysts by FINRA and might not be an associated
person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer :

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not construed as
an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates
to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our current opinions as of the date
appearing in the material and may be subject to change from time to time. Prospective investors are cautioned that any forward looking statement are
not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice.

BP EQUITIES Pvt. Ltd or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person
from any inadvertent error in the information contained in this report.

BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any
matter pertaining to this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations. BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may
have interests/ positions, financial or otherwise in the securities mentioned in this report. Opinions expressed are our current opinions as of the date
appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be regulatory,
compliance, or other reasons that prevent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any locality, state
and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or would subject to BP EQUITIES
Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.

Stoxbox is a brand of BP Equities Pvt Ltd and BP Equities Pvt Ltd is a SEBI Registered broker.

BP Equities Pvt Ltd — SEBI Regn No: INZ000176539 (BSE/NSE), INZ000030431 (MCX/NCDEX), IN-DP-CDSL-183-2002 (CDSL),INHO00000974
(Research Analyst) CIN: U45200MH1994PTC081564BP Comtrade Pvt Ltd — SEBI Regn No: INZ000030431 CIN: U45200MH1994PTC081564

For complaints, send email on investor@bpwealth.com.

Corporate Office :
4t floor, Rustom Bldg, 29, Veer Nariman Road, Fort, Mumbai-400001
Phone- +91 22 6159 6464 | Fax-+91 22 6159 6160 | https://stoxbox.in/

Registered Office :
24/26, 1st floor, , Cama Building, Dalal street, Fort, Mumbai-400001
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