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Background & Operations: 
Indostar Capital Finance Ltd (ICFL) is a leading non-banking finance company (NBFC‖) registered 
with the Reserve Bank of India as a systemically important non-deposit taking company. It is a 
professionally managed and institutionally owned organization which is primarily engaged in 
providing bespoke Indian Rupee denominated structured term financing solutions to 
corporates and loans to small and medium enterprise (SME‖) borrowers in India. It recently 

expanded its portfolio to offer vehicle finance and housing finance products. It operates four 

principal lines of business, namely corporate lending, SME lending, vehicle financing and 
housing financing. 
 

Corporate lending. ICFL’s corporate lending business primarily consists of (i) lending to mid-to-
large sized corporates in manufacturing, services and infrastructure industries, by way of senior 
secured debt, structured financing, promoter financing and special situation funding and (ii) 
lending to real estate developers, mainly for financing project level construction of residential 
and commercial building projects and take-out of early-stage equity investors. It generally 
provide lending solutions against tangible collateral as well as security in other forms, such as 
charge on operating cash flows. 
 

SME lending. ICFL’s SME lending business, which it commenced in 2015, primarily involves it 
extending secured loans for business purposes to small and medium size enterprises, including 
businessmen, traders, manufacturers and self-employed professionals. The property securing 
these loans are typically completed and largely self-occupied residential and commercial 
property. It currently provides SME lending loans from its branches located in ten key locations 
across India, namely Mumbai, Delhi, Chennai, Bengaluru, Hyderabad, Jaipur, Surat, 
Ahmedabad, Pune and Indore. 
 

Vehicle finance. ICFL’s vehicle finance business primarily involves providing financing for 
purchases of used or new commercial vehicles, passenger vehicles and two-wheelers. Its 
vehicle finance operations involves a relatively larger sourcing team as compared to its other 
business lines as it is largely based on its experience of working with customers with limited 
credit history and its ability to effectively assess risks associated with financing used vehicles. 
 

Housing finance. ICFL’s housing finance business comprises two business lines, namely (i) 
affordable housing finance, which commenced operations in September 2017, and (ii) retail 
housing finance, which commenced operations in March 2018. It operates its housing finance 
business through wholly-owned subsidiary IndoStar Home Finance Private Limited. 

 
Its corporate lending business is operated from its registered and corporate office. As of 
February 28, 2018, ICFL conducted its retail operations through 71 branches across India and its 
central support office in Mumbai. In its SME lending and vehicle and housing finance 
businesses, its branches act as the primary point of sale and assist with the origination of loans, 
various collection processes and enhancing customer service, while central support office 
provides support functions, such as loan processing and credit monitoring. ICFL maintains clear 
segregation between its sourcing and credit approval teams so as to ensure independence and 
effectively manage operational risks. Its enterprise-wide loan management system integrates 
all activities and functions within organization under a single technology and data platform, 
bringing efficiencies to its back-end processes and enabling to focus its resources on delivering 
quality services to its customers. 
 
ICFL maintains long-term relationships with its lenders and, as of December 31, 2017, its 
lenders included, among others, 14 public sector banks, 13 private sector banks, 21 mutual 
funds and four insurance companies and other financial institutions. As of February 28, 2018, 
its distribution network included 548 personnel in in-house sales team, and approximately 949 
third-party direct sales associates (the “DSAs”) and other third party intermediaries who are 
empaneled with ICFL. 

Issue Snapshot: 
 

Issue Open: May 09 – May 11, 2018 
 

Price Band: Rs. 570 – 572  
 
Issue Size: *32,237,762 Equity Shares 
(Including Fresh issue of *12,237,762 eq 
sh + Offer for sale of 20,000,000 eq sh) 
 

Offer Size: Rs.1837.5 crs – 1844.0 crs  
 

QIB                                        Upto 50% eq sh    
Retail                              atleast   35%  eq sh  
Non Institutional          atleast   15%  eq sh 
 
Face Value: Rs 10 
 

Book value: Rs 263.96 (Dec 31, 2017) 
 
Bid size: - 26 equity shares and in 
multiples thereof  
 

100% Book built Issue 
 

Capital Structure:  
Pre Issue Equity:                  Rs. 78.90 cr 
Post issue Equity:                Rs. 91.14 cr* 
 
Listing: BSE & NSE 
 

Book Running Lead Manager: JM 
Financial Limited, Kotak Mahindra Capital 
Company Limited, Morgan Stanley India 
Company Private Limited, Motilal Oswal 
Investment Advisors Limited, Nomura 
Financial Advisory and Securities (India) 
Private Limited 
 
Registrar to issue: Link Intime India 
Private Limited 
 
Shareholding Pattern 

Shareholding Pattern 

Pre 

issue % 

*Post 

issue % 

Promoter and 

Promoter Group  

 

91.55 58.95 

Public  & Others 8.45 41.05 

Total 100.0 100.0 

Source for this Note: RHP 
* = Assuming issue subscribed at the higher band 
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Objects of Issue: 
The Offer consists of the Fresh Issue and the Offer for Sale. The Selling Shareholders will be entitled to the proceeds of the Offer for Sale of 
their respective portions of the Offered Shares, respectively net of their share of the Offer related expenses. ICFL will not receive any 
proceeds from the Offer for Sale. 
 
Objects of the Fresh Issue and requirement of funds 
The details of the proceeds of the Fresh Issue are summarized below: 

Particulars Amount 

Gross proceeds of the Fresh Issue 7000 

(Less) Offer related expenses in relation to the Fresh Issue * 

Net Proceeds * 

 
Competitive Strengths 

 Highly motivated, professional and experienced management team 

 Well-established corporate and strong SME lending businesses 

 High asset quality achieved through robust credit assessment and risk management framework 

 Proven track record of delivering results 

 Well diversified funding profile 

 Ownership by institutional investors ensuring international corporate governance standards 
 
Business Strategy: 

 Four Pillars strategy focused on secured lending 

 Expand geographical footprint and sourcing platform for products across India. 

 Increase use of technology and data analytics to support business growth and improve efficiency as well as to further strengthen risk 
management framework. 

 Continue to create brand awareness to become the preferred NBFC for borrowers in target customer segments. 
 

The principal components of all borrowings as of the dates indicated are set out below:                            Rs in million 

Particulars 
As of December 

31, 2017 
As of March 

31, 2017 
As of March 

31, 2016 
As of March 

31, 2015 
As of March 

31, 2014 
As of March 

31, 2013 

Term loans from banks 15,543.06 14,653.98 14,522.21 15,410.64 12,808.60 7,055.68 

Redeemable Nonconvertible 
debentures 8,219.30 11,213.46 10,492.16 6,888.01 4,504.84 2,650.00 

Commercial paper 12,560.83 6,918.04 3,905.49 3,439.22 1,668.42 1,337.58 

Bank overdrafts 509.34 947.47 1,088.67 - - - 

Inter corporate deposit 50 - - - - - 

Total 36,882.53 33,732.95 30,008.53 25,737.87 18,981.86 11,043.26 

 
The table below sets forth details in relation to Total Credit Exposure as of the dates indicated:                   Rs in million 

Total Credit Exposure 
As of December 

31, 2017 
As of March 

31, 2017 
As of March 

31, 2016 
As of March 

31, 2015 
As of March 

31, 2014 
As of March 

31, 2013 

Corporate lending 39,693.97 45,857.93 40,418.73 34,218.24 26,328.97 18,329.32 

SME lending 11,733.97 6,500.74 2,232.14 74.08 - - 

Housing finance 145.95 - - - - - 

Vehicle Finance 143.01 - - - - - 

Total 51,716.90 52,358.67 42,650.87 34,292.32 26,328.97 18,329.32 

 
 

Key Concerns  

 Volatility in interest rates for both lending and treasury operations, which could cause net interest income to vary 

 Inability to successfully run the new businesses profitably 

 Inability to sustain growth or manage it effectively 

 Any disruption in sources of funding 

 Inability to compete effectively 
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 Changes in laws and regulations 

 Inability to retain existing members of management team and recruit new members for management team; and 

 Any failure or significant weakness of internal controls system 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

HDFC securities Limited, I 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 Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600 
 
HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.  
 
Disclaimer:  
This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. HDFC Securities Limited is a syndicate 
member to the issue. 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 send 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, are subject 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 t 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 in the 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 an officer, director or employee of 
the subject company. We have not received any compensation/benefits from the subject 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. 
 
HDFC Securities Limited, SEBI Reg. No.: NSE-INB/F/E 231109431, BSE-INB/F 011109437, AMFI Reg. No. ARN: 13549, PFRDA Reg. No. POP: 04102015, IRDA 
Corporate Agent License No.: HDF 2806925/HDF C000222657, SEBI Research Analyst Reg. No.: INH000002475, CIN - U67120MH2000PLC152193. 
 
Disclaimer: HDFC Bank (a shareholder in HDFC Securities Ltd) is associated with this issue in the capacity of Bankers to the offer, Refund Bank and Monitoring 
Agency and will earn fees for its services. This report is prepared in 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 Indostar Capital Finance Ltd, this report is not issued with the authority of 
Indostar Capital Finance Ltd. Readers of this report are advised to take an informed decision on the issue after independent verification and analysis. 
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