st
e T LT RETAIL RESEARCH DEBT Product Note |21"uly 2018
ECL Finance Ltd NCD Issue

Summary:
ECL Finance Ltd has come up with the 1st tranche of public issue of secured, redeemable non-convertible debentures of face value of Rs 1,000 each, for an amount of Rs

500 Crore (“Base Issue Size”)with an option to retain oversubscription up to Rs 1,500 Crore aggregating up to Tranche | Issue Limit of Rs 2,000 Crore.

The issue is open for subscription from July 24, 2018 to August 16, 2018 (The Issue shall remain open for subscription during the period indicated above except that the
Issue may close on such earlier date or extended date as may be decided by Board of Directors of the Company ("Board") or the NCD Public Issue Committee). The
company will be paying an interest ranging between 9.25% and 9.85% p.a. on these bonds.

The proposed NCDs issue has been rated ‘CRISILAA/Stable’ by CRISIL‘[ICRA]AA (stable) by ICRA Limited. Instruments with this rating are considered to have high degree
of safety regarding timely servicing of financial obligations. Such instruments carry very low credit risk.

Objectsof thelssue: The Company proposes to utilise the funds which are being raised through the this Tranche 1 Issue, after deducting theTranche 1 Issue related
expenses to the extent payable by the company (“Net Proceeds”), towards funding the following objects

1.For the purpose of onward lending and for repayment of interest and principal of existing loans; and (atleast 75%); and;

2. General Corporate Purposes (upto 25%)

Issuer \ ECL Finance Limited

Issue Size Public Issue of secured, redeemable non-convertible debentures of face value of Rs 1,000 each, for an amount of Rs 500 Crore (“Base Issue
Size”) with an option to retain oversubscription up to Rs 1,500 Crore aggregating up to Tranche | Issue Limit of Rs 2,000 Crore.

Issue opens \ Tuesday, 24”'July 2018

Issue closes Thursday , 16thAugust 2018

Allotment \ First Come First Serve Basis, Compulsory in demat form

Face Value |Rs 1000 per NCD

Issue Price \ Rs 1000 per NCD

Nature of Instrument \ Secured,Redeemable Non-convertible Debentures

Minimum Application \ Rs 10,000 (10 NCDs) collectively across all Seriesand in multiple of Rs 1,000 (1 NCD) thereafter across all Series

Listing \ NCDs are proposed to be listed on BSE and NSE

Rating ‘CRISILAA/Stable’ by CRISIL ‘[ICRA]AA (stable) by ICRA Limited

Security and Asset Cover The principal amount of the NCDs to be issued in terms of this Tranche IProspectus together with all interest due on the NCDs in respect
thereof shallbe secured by way of pari passu charge in favour of the Debenture Trustee onspecific present and/or future receivables/assets
of ECL Finance Ltd as may bedecided mutually by the Company and the Debenture Trustee. ECL Finance Ltdwill create appropriate security in
favour of the Debenture Trustee for the NCDHolders on the assets adequate to ensure 100% asset cover for the NCDs (alongwith the interest
due thereon).
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Issue Details

Series | ] 1] v \' Vi Vil Vil

Frequency of Interest Payment Cumulative Annual Monthly Cumulative Annual Monthly Annual Annual

Tenor 3 Years 3 Years 5 Years 5 Years 5 Years 10 Years 10 Years 3 Years

NCD Holders in Category I, II, lll and IV

Coupon (%) NA 9.45% 9.25% NA 9.65% 9.43% 9.85% Benchmark

Effective Yield (per annum) (Approx) MIBOR +
9.45% 9.45% 9.65% 9.65% 9.65% 9.85% 9.85% spread of

2.50%*

Redemption amount (Rs per NCD) 1311.30 1000 1000 1585.30 1000 1000 1000 1000

Put and call option NA

Redemption Date(Years from 3 Years 3 Years 5 Years 5 Years 5 Years 10 Years 10 Years 3 Years

theDeemed Date ofAllotment)

Minimum Application Rs 10,000 (10 NCDs) across all Series collectively

In multiples of thereafter Rs 1,000 (1 NCD)

Face Value / IssuePrice (Rs Per NCD) Rs 1,000 (1 NCD)

Mode of InterestPayment Through various options available

Put/call options Not available/applicable

Who Can Apply?

Category | (Institutional Investors)

Category Il (Non Institutional Investors)

Category Il (High Net-worth
Individual,(“HNIs”), Investors)

Category IV (Retail Individual
Investors)

1.Public financial institutions, statutory corporations,
scheduled commercial banks, co-operative banks, Indian
multilateral and bilateral development financial
institution and RRBs which are authorised to invest in the
NCDs;

2.Provident funds, pension funds with a minimumcorpus of
Rs 2,500 lakhs, superannuation funds andgratuity funds,
which are authorized to invest in theNCDs;

3.Venture Capital Funds/ Alternative Investment Fund
registered with SEBI;

4.Insurance companies registered with the IRDA;

5.State industrial development corporations;

6.Insurance funds set up and managed by the army, navy,
or air force of the Union of India;

7.Insurance funds set up and managed by the Department
of Posts, the Union of India;

8.Systemically Important Non- Banking Financial Company,
a nonbanking financial company registered with the

1.Companies  within the meaning
ofsection 2(20) of the Companies
Act,2013; statutory bodies/
corporationsand societies registered
under theapplicable laws in India
andauthorised to invest in the NCDs;

2.Co-operative banks and regional rural
banks;

3.Public/private  charitable/ religious
trusts which are authorised to invest in
the NCDs;

4.Scientific and/or industrial research
organisations, which are authorised to
invest in the NCDs;

5.Partnership firms in the name of the
partners; and

6.Limited

liability partnerships

Resident  Indianindividuals  and
HinduUndivided Familiesthrough the
Kartaapplying for an
amountaggregating to above Rs
10.00 lakhs across allseries of NCDs
inTranche | Issue.

Resident Indianindividuals and
HinduUndivided

Familiesthrough the
Kartaapplying for an
amountaggregating up to
andincluding Rs10.00

lakhsacross all series of NCDsin
Tranche | Issue.
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Reserve Bank of India and having a net-worth of more formedand registered under the
than five hundred crore rupees as per the last audited provisions ofthe Limited Liability
financial statements; Partnership Act,2008 (No. 6 of 2009);
9.National Investment Fund set up by resolution no. F. | 7.Association of Persons; and
No.2/3/2005-DDII dated November 23, 2005 of the | 8.Any  other incorporated and/
Government of India published in the Gazette of India; orunincorporated body of persons.
and
10.Mutual Funds registered with SEBI.

All categories of persons who are individuals or natural persons (including Hindu Undivided Families actingthrough their Karta) including without limitation HNIs and
Retail Individual Investors who are eligible underapplicable laws to hold the NCDs are collectively referred to as “Individuals”.

Who are not eligible to apply for NCDs?
The following categories of persons, and entities, shall not be eligible to participate in the Issue and any Applications from such persons and entities are liable to be
rejected:
e Minors without a guardian name* (A guardian may apply on behalf of a minor. However, Applications by minors must be made through Application Forms that
contain the names of both the minor Applicant andthe guardian);
e Foreign nationals, NRI inter-alia including any NRIs who are (i) based in the USA, and/or, (ii) domiciledin the USA, and/or, (iii) residents/citizens of the USA, and/or, (iv)
subject to any taxation laws of the USA;
e Persons resident outside India and other foreign entities;
e Foreign Institutional Investors;
e Foreign Portfolio Investors;
e Qualified Foreign Investors;
e Overseas Corporate Bodies; and

e Persons ineligible to contract under applicable statutory/regulatory requirements.
*Applicant shall ensure that guardian is competent to contract under Indian Contract Act, 1872

Allocation Ratio
QIB Portion Corporate Portion High Net Worth Individual Portion Retail Individual Investor Portion

20% of the Overall Issue Size 20% of the Overall Issue Size 30% of the Overall Issue Size 30% of the Overall Issue Size

Credit Rating:

The NCDs proposed to be issued under this Issue have been rated ‘CRISIL AA/Stable’ (pronounced as CRISILdouble A rating with Stable outlook) for an amount of Rs 2,000
crore, by CRISIL Limited (“CRISIL”) vide theirletter dated March 15, 2018 with letters dated June 13, 2018 and July 6, 2018, ‘[ICRA]AA (stable)’(pronounced as ICRA Double
A with Stable outlook), for an amount of upto Rs 2,000 crore, by ICRA Limited(“ICRA”) vide their letter dated April 20, 2018 with letters dated June 14, 2018 and July 5,
2018. The ratingof CRISIL AA/Stable by CRISIL, ICRA AA by ICRA indicate that instruments with these ratings are consideredto have a high degree of safety regarding
timely servicing of financial obligations. Such instruments carry verylow credit risk.
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Interest on application Money: On Allotment — 8% p.a.

Interest on Refund:5% p.a.

Liquidity and Exit Options:The Bonds are proposed to be listed on the BSE and NSE

Allotments in case of oversubscription: In case of an oversubscription in a category, allotments to the maximum extent, as possible, will be made on a first-come first-

serve basis in that category and thereafter on proportionate basis, i.e. full allotment of the Secured NCDs to the Applicants on a first come first basis up to the date falling
1 (one) day prior to the date of oversubscription and proportionate allotment of Secured NCDs to the applicants on the date of oversubscription (based on the date of
upload of each Application on the electronic platform of the Stock Exchange, in each Portion).

Company Background:

ECL Finance Ltdis one of the leading systemically important non-deposit taking NBFCs, focused on offering a broad suite ofsecured corporate loan products, retail loan
products which are customised to suit the needs of the corporates,SMEs and individuals. It's corporate and retail loan products include:

Structured Collateralised Credit:ECL Finance Ltd structured collateralised credit loans constituted 25.15% of its totalloan book as at March 31, 2018. Structured
collateralised credit loans are offered mostly to corporates againstcollateral such as liquid market securities, pledge of other securities, pledge of shares by
promoters,immoveable property, etc. The loans include bridge financing or other short term loans to corporates.

Wholesale Mortgages: This includes various structured financing solutions for finance to developers for realestate projects under construction, which constituted 35.46
% of the Company's total loan book as at March31, 2018.

SMEs and others: This includes credit facilities and short term loans to SMEs for meeting their businessrequirements, which constituted 7.70 % of the Company's total
loan book as at March 31, 2018.

Loans against securities: This includes loans to investors against their existing portfolio of investments,which constituted 21.00 % of the Company's total loan book as at
March 31, 2018.

Retail Mortgages - Loans against Property: This includes loans offered to self-employed individuals forbusiness purposes against a mortgage of residential or commercial
property, which constituted 6.67 % of theCompany's total loan book as March 31, 2018.

Agri Credit: As a part of agricultural value chain services, ECL extends short term finance (usually for a periodof three to nine months) against agri commaodities inventory
stored in warehouses managed by the sisterconcerns of the Company, which constituted 4.02 % of the Company's total loan book as at March 31, 2018.

ECL Finance Ltdis a part of the Edelweiss Group which is one of India’s prominent financial services organization havingbusinesses organized around three broad lines —
credit including retail finance; franchise & advisory businessesincluding wealth management, asset management, capital markets, balance sheet management and others,
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andinsurance business. The product/ services portfolio of the Edelweiss Group caters to the diverse investment andstrategic requirements of corporate, institutional,
high net worth individuals and retail clients. Edelweiss Grouphas a pan India presence with a global footprint extending across geographies with offices in New York,
Mauritius,Dubai, Singapore, Hong Kong and UK. EFSL is listed on BSE and NSE. EFSL through its subsidiaries, offers toits customers a diversified financial services platform
that provides various secured corporate loan products, retailloan products and services, SME financing, agri value chain services including agri credit, wealth

advisoryservices, asset management, insurance, investment banking, institutional and retail broking.

ECL Finance Ltd’s total loan book was Rs 220,081.23 million as of March 31, 2018. Secured loans portfolio constituted 92.32 %of the Company's total loan book as at
March 31, 2018. Its capital adequacy ratio, as of March 31, 2018 computedon the basis of applicable RBI requirements was 17.09%, compared to the RBI stipulated
minimum requirementof 15% as per the Master Directions of RBI. It’s Gross NPAs as a percentage of total Loan Book was 1.82% asof March 31, 2018. It’s net NPAs as a

percentage of Loan Book was 0.75% as of March 31, 2018.

Financial Performance:

(Rs in million)

Particulars (Amount in Rs.Cr) Fiscal 2018 Fiscal 2017 Fiscal 2016
Net worth 29,393.79 23,398.22 19,701.09
Total Borrowings 2,22,944.57 1,78,411.57 1,40,168.34
of which

- Long-term borrowings 1,34,263.66 91,933.54 65,632.49
- Short Term Borrowings 58,117.29 58,812.99 47,333.91
- Current maturities of long term SecuredBorrowing 30,563.62 27,665.04 27,201.94
Fixed Assets 626.48 543.28 272.64
Non Current Assets 10,405.57 9,583.78 11,482.77
Cash and bank balances 2,508.49 11,677.78 2,606.69
Current Investments 0.43 67.23 102.32
Current Assets 33,928.27 18,775.93 34,886.33
Non Current Liabilities 5,475.79 2,120.37 1,414.28
Current Liabilities 9,736.32 7,534.68 9,770.26
Loan Book 2,20,081.23 1,70,816.84 1,21,703.22
Interest Income 28,981.79 23,117.08 20,205.30
Finance Cost 17,112.09 13,689.69 11,653.57
Provisions and write-offs 3,345.42 2,733.37 1,156.81
Profit after tax 4,795.55 3,849.31 2,460.63
Gross NPA (%) 1.82% 1.85% 1.88%
Net NPA (%) 0.75% 0.64% 0.49%
Tier | Capital Adequacy Ratio (%) 11.82% 11.35% 11.34%
Tier Il Capital Adequacy Ratio (%) 5.27% 4.79% 5.22%

Gross Debt Equity Ratio of the Company:

Before the issue of debt securities as at March 31, 2018

7.58

After the issue of debt securities (assuming inflow of Rs.2,000 cr)

8.27
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Competitive Strengths of the company

Established brand and parentage

ECL’s network of offices

Liquid balance sheet with a track record of high growth and profitability

Diversified portfolio of products with dedicated and experienced product management teams
Secured loan book and strong asset quality

ECL is adequately capitalised to fund its growth

Diversified funding profile and access to range of cost effective funding sources

Robust risk management systems and independent processes which are well defined
Equipped with advanced technology as a differentiator

Professional and experienced senior management team

Strategy

Retail Focus

Minimise concentration risk by diversifying the portfolio of products and expanding customer base

Optimising return while maintaining the quality of the Company's Loan Book

Improve the Company's credit ratings to optimise cost of funds

Continue to attract and retain talented employees and ensure a low attrition rate among senior management

Build on ECL’s scalable platform for its SME finance business

Achieve operations excellence by further strengthening the Company's operating processes and riskmanagement systems
Optimizing return while maintaining the quality of Loan Book

Key Risk and Concerns:

Any increase in the levels of non-performing assets (“NPA”) on ECL’s loan portfolio, for any reasonwhatsoever, would adversely affect the business and results of
operations;

Any volatility in interest rates which could cause ECL’s gross spreads to decline and consequently affect its profitability;

Unanticipated turbulence in interest rates or other rates or prices; the performance of the financial and capital markets in India and globally;

Changes in political conditions in India;

Changes in the value of Rupee and other currency changes;

The rate of growth of ECL’s Loan Book;

The outcome of any legal or regulatory proceedings ECL is or may become a party to;

Changes in Indian and/or foreign laws and regulations, including tax, accounting, banking, securities, insurance and other regulations; changes in competition and the
pricing environment in India; and regional or general changes in asset valuations;

Any changes in connection with policies, statutory provisions, regulations and/or RBI directions in connection with NBFCs, including laws that impact ECL’s lending
rates and its ability to enforce its collateral;

Emergence of new competitors;
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e Performance of the Indian debt and equity markets;
e Occurrence of natural calamities or natural disasters affecting the areas in which ECL has operations;
e ECL’s ability to attract and retain qualified personnel.
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HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INHO00002475.
HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066 Website: www.hdfcsec.com Email:
hdfcsecretailresearch@hdfcsec.com.

Disclaimer: This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from
sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change
without notice. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this document is not, and should not be construed as an offer or solicitation of an
offer, to buy or sell any securities or other financial instruments.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication,
reproduction, availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or published for any purposes without prior
written approval of HSL.

Foreign currencies denominated securities, wherever mentioned, aresubject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as ADRs, the values of
which are influenced by foreign currencies effectively assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any
recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of
shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to time or may deal
in other securities of the companies / organizations described in this report.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from to date of this report for services in respect of managing or co-managing public offerings, corporate finance,
investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned inthe report or third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any material conflict of
interest at the time of publication of this report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports that are inconsistent with and reach
different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as anofficer, director or employee of the subject company. We have not received any compensation/benefits from thesubject company or third
party in connection with the Research Report.

This report is intended for non-Institutional Clients only. The views and opinions expressed in this report may at times be contrary to or not in consonance with those of Institutional Research or PCG Research teams of HDFC Securities Ltd. and/or may have different
time horizons.

Disclaimer: HDFC Bank (a shareholder in HDFC Securities Ltd) is associated with this issue in the capacity of one of the Bankers to the issue/Escrow Collection Banksto the issue and will earn fees for its services. This report is preparedin the normal course, solely upon
information generally available to the public. No representation is made that it is accurate or complete notwithstanding that HDFC Bank is acting for ECL Finance Ltd. Thisreport is not issued with the authority of ECL Finance Ltd Readers of this report are advised to
take an informed decision on the issue after independent verification and analysis.

Disclaimer: HDFC Securities Ltd. is one of the lead brokers to this issue. This report is prepared in the normal course, solely upon information generallyavailable to the public. No representation is made that it is accurate or complete notwithstanding that HDFC
Securities Ltd. is acting for ECL Finance Ltd. This report is not issued with the authority of ECL Finance Ltd. Readers of this report are advised to take an informed decision on theissue after independent verification and analysis.
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