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Profile 
U GRO Capital Limited (U GRO) is a non-deposit taking systemically 
important NBFC registered with RBI. The company’s focus is to serve 
the underserved MSME sector, which is critical to the growth of the 
Indian economy as well as for employment creation. Yet, this segment 
faces chronic lack of affordable, efficient and sustainable inflow of 
formal credit. U GRO’s business model hinges on marrying the 
traditional branch-based lending with the new-age fintech-based 
lending. It provides customers with an omni-channel distribution 
model, offering them the best of physical and digital worlds. The 
average ticket size for its prime loans stands at ₹150 lakh (maximum 
loan size of ₹300 lakh) for secured loans and ₹18 lakh (maximum loan 
size of ₹25 lakh) for unsecured loans. For its micro loans, average ticket 
size is ₹7 lakh (maximum loan size of ₹25 lakh) for secured loans and ₹3 
lakh (maximum loan size of ₹5 lakh) for unsecured loans.  
 
Company’s GRO Extreme platform enables fintech and other 
institutional platforms to deepen their distribution reach through a 
plug-and-play API driven seamless integration with U GRO. It has 
developed its capabilities in sector, geographical and product 
specialization and combines this expertise with new-age technology 
platforms. Over the past 3 years, U GRO has raised ~₹2,500 crore of 
equity and debt capital from marquee institutional investors. 

 
Strengths 
Revenue growth driven by increased capacity utilization 
U GRO Capital has shortlisted 8 sectors after careful filtration of 180+ 
sectors in an 18-month process involving extensive study of macro and 
microeconomic parameters. This study was carried out alongside 
market experts like CRISIL. The 8 shortlisted sectors include Healthcare, 
Education, Chemicals, FMCG, Hospitality, Electrical Equipment, Auto 
Components and Light Engineering. The company has further narrowed 
down on 50+ subsectors based on their contribution to overall sector 
credit demand and risk profiling.  
 
U GRO has put in place following filters to analyze key risks: 
 

 Stringent customer selection: U GRO’s loan book benefits from the 
select ticket sizes (less than ₹5 crore and greater than ₹1 lakh) and 
geographies of MSMEs (eliminating bad pin codes) targeted by the 
firm, as these have inherently low default rates. U GRO lends to 
customers with a prior track-record of borrowing, excluding 
customers with total exposure of over ₹50 crore and the lowest 
percentiles of bureau score, among other parameters.  
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 Proprietary GRO score 2.0 launched to make their selection sharper: U GRO has built its proprietary GRO 

Score 2.0 which combines credit bureau data with banking data and provides superior performance 
through use of Machine Learning (ML) models. It reduces dependency on any specific bureau data and 
provides 10-20% higher approval rates for similar or lesser risk cases. 

  
 Pioneering credit underwriting approach and models: U GRO’s policy checks have been automated 

completely. They leverage benefits from ML-based OCR systems, advanced GST, bank statements and 
bureau analyzers, 40+ API integrations (with the likes of NCLT, Perfios, Hunter, CIBIL, CRIF, CERSAI etc). 
This has enabled U GRO to provide quicker turnaround to its customers, while minimizing the risk of human 
error

 Strong and proactive early warning and collection frameworks: U GRO has developed analytics-led, early 
warning systems by capitalizing data across macro (industry level consumption, regulatory/policy 
changes, social/demographic changes) and micro/customer indicators (credit score movement, defaults 
in loans with other lenders, customer enquiries/new loans taken) to drive collection efforts. 

 
Deep focus on technology: At U GRO, technology spans across all stages of the customer journey including 
acquisition, distribution, credit, analytics, operations and collections. The company has a sharp focus to 
automate anything and everything that is procedural. This approach is likely to reap rewards in the long-term. 
In fact, each of U GRO’s distribution channels are powered by a proprietary technology module.  

 
 

Strong corporate governance practices: U GRO was founded with the philosophy of being institution-owned, 
board-controlled and management-run. The company’s Board is largely independent and comprises financial 
industry luminaries with expertise across an array of financial services viz lending, regulations, rating agency, 
etc. The governance practices are further strengthened by strong policies and processes embedded in the 
company’s Articles of Association. 
 
Large institutional capital 
U GRO specifically decided to raise huge institutional equity capital right from the start. The company closed 
one of the largest fund-raises for a start-up in India, garnering around ₹920 crore from a diverse group of 
investors, right at the beginning of its journey. This provided U GRO with adequate growth capital for its initial 
few years. Having a large pool of institutional capital is perceived positively by lenders. Since its inception, the 
company has also been able to fortify its liability book. 
 
Reach across a varied MSME base and customer sourcing models 
U GRO’s lending business is sourced digitally as well as through lending partners, direct selling agents and 
sales team. The company conducts site verification visits and interviews with the applicant. It also has 
centralized credit hubs, where the credit team completes the underwriting processes. U GRO has also entered 
into arrangements with certain verification agencies (supervised by their internal management) to conduct site 
visits for verifying the identity and other information of applicants, wherever required. On the sanction of a loan 
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amount, repayment terms are set up post completion of all documentation. With their presence across 34 
locations, U GRO has established a diverse customer base, situated across India. 
 
Strong financial performance:  U GRO’s revenue has increased at a CAGR of 96% from ₹3,893.60 lakh in FY19 to 
₹14,981.07 lakh in FY21. U GRO’s net profit has grown from ₹394.64 lakh in FY19 to ₹2,872.75 lakhs in FY21. 
 
Weaknesses 
 
COVID-19 impact still uncertain: U GRO caters to the MSMEs which were among the worst hit segments post 
the pandemic. The company says it is uncertain and cannot predict the impact of the pandemic on its business.  
 
Interest rate volatility: U GRO’s financial performance is particularly vulnerable to interest rate volatility. If the 
company is unable to manage interest rate risk in the future, it could hit its net interest margin, thereby adversely 
affecting business and financial condition. 

 

Changes in RBI regulations: U GRO is subjected to supervision and regulation by the RBI as a systemically 
important non -deposit accepting NBFC, and changes in RBI’s regulations could adversely affect its business. 
 
Opportunities 
 
Banks’ cautious approach towards MSME loans: MSME segment operates under several business risks 
including delayed payments, supply chain issues, demand irregularity, etc. MSMEs often have little to no equity 
buffers as well. Hence, banks are very cautious while extending loans to this segment. This has led to a big 
credit gap in the MSME space. U GRO is focused on MSMEs through ‘Sanjeevani’, a lending program to support 
MSMEs. 

 

Threats 
 
Growing competition: U GRO faces competition in the lending business from domestic and international banks 
as well as other NBFCs, fintech lending platforms and private unorganized lenders. Banks are increasingly 
expanding into retail loans in the rural and semi-urban areas of India. The company is thus exposed to the risk 
of rising competition in its key markets, which in turn could impact its growth as well as profitability. 
 

 
High levels of customer defaults: U GRO is into the lending business which is subjected to customer default 
risks including default or delay in repayment of principal and/or interest on its loans. The company’s customer 
portfolio consists of individuals, small and medium enterprises and other groups of the underbanked 
community, who generally are less financially resilient than larger corporate borrowers. As a result, these 
segments are more vulnerable to weakening macro-economic conditions. 
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Future strategy 
 
Provide customized, innovative and customer-friendly loans: U GRO intends to customize and introduce new 
loan products and will continue to evaluate other financing opportunities. At the same time, the company will 
focus on improving its lending processes and distribution channels. U GRO focuses on providing seamless 
customer experiences and differentiated solutions. Launch of ‘Sanjeevani’, for instance, allowed U GRO to 
support MSMEs during the pandemic. Under this program, U GRO disbursed both secured loans (with tenure 
of 60-144 months) and unsecured loans (with tenure of 12-36 months), with disbursement ranging from ₹10 
lakh to ₹500 lakh. 
 
Diversify its loan book and product suite with an exclusive focus on MSMEs 
The company would continue to diversify its loan book to increase its wallet share of MSME loans. There is a 
significant untapped potential in the MSME industry, offering long-term growth opportunities. U GRO would 
target to serve consumers and small businesses which they believe are systematically underserved and require 
differentiated products. The company is also looking to build strategic partnerships with other digital lending 
platforms / large players for their MSME business. The company has a total Liabilities mix of ₹1,096 crores and 
Total AUM of ₹1,933 crores. The distribution of the liability mix and channel mix is shown below: 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
Leverage technology and digital platforms to improve customer reach and operating efficiency 
U GRO intends to further develop and strengthen its technology platform to support its growth and improve 
the quality of its services. The company will continue to update its systems and use latest technology to 
streamline credit approval, administration and monitoring processes and meet customer requirements on a 
real-time basis.
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Click here to watch the video 
 
 
 
 
 

Income Statement (₹ Cr) Q3FY21 FY21Q Q1FY22 Q2FY22 FY21 
Income      
Interest Income 38.8 44.4 50.7 60.6 148.5 
Sale of Services 0.02 3.51 - 1.0 3.5 
Other operating revenue 0.3 0.71 0.6 1.1 0.3 
Total Income (A) 39.1 48.6 51.3 62.7 153.3 
Expenses      
Finance Cost 11.8 16.3 22.4 26.9 44.6 
Employee Benefit expenses 10.6 12.9 12.3 13.7 45.3 
Depreciation and amortization 3.0 3.1 2.6 2.9 11.7 
Provision for loan loss 5.9 8.7 4.9 5.9 19.6 
Other expenses 5.0 5.25 6.7 8.6 19.9 
Total Expenses (B) 36.2 46.3 48.9 58.0 141.2 
Profit before Tax C= (A+B) 2.8 2.4 2.4 4.7 12.1 
Tax Expenses (D) (3.4) 0.83 0.7 1.3 (16.6) 
Profit after Tax (E)= (C-D) 6.3 1.5 1.7 3.4 28.7 

Balance Sheet Q2FY22 FY21 
Financial Assets 2,026.34 1,656.89 
Loans 1,782.30 1,278.81 
Cash and Investments 224.73 371.27 
Other Financial Assets 19.30 6.81 
Non-Financial Assets 107.81 94.01 
Total Assets 2,134.15 1750.89 
Financial Liabilities 1,170.27 793.22 
Trade/other payables 20.54 10.23 
Borrowing and Debt Securities 1,127.51 765.69 
Other Financial Liabilities 22.22 17.29 
Non-Financial Liabilities 5.55 5.24 
Total Equity 958.32 952.44 
Equity Share Capital 70.53 70.53 
Other Equity 887.80 881.91 
Total Liabilities + Equity 2,134.15 1,750.89 

https://www.youtube.com/watch?v=IPeakLlg_4Q


 

 

DISCLAIMER 
 
 
 
 
 
 
Recommendation Parameters for Fundamental/Technical Reports: 
 

Buy – Absolute return of over +10% 
Accumulate – Absolute return between 0% to +10%  
Reduce – Absolute return between 0% to -10% 
Sell – Absolute return below -10% 

 
Please refer to http://www.indiainfoline.com/research/disclaimer for recommendation parameter, analyst disclaimer and other disclosures. 

 
Investments in securities market are subject to market risks, read all the related documents carefully before investing. There is no assurance or guarantee that the 
investment objectives shall be achieved. IIFL does not guarantee any assured returns on the investments recommended herein. Past performance of 
securities/instruments is not indicative of their future performance. IIFL makes no representation/s or warranty/is, express or implied, as to the accuracy, completeness 
or reliability of any information compiled herein, and hereby disclaims any liability with regard to the same, including, without limitation, any direct, indirect, incidental or 
consequential loss. You shall verify the veracity of the information on your own before using the information provided in the document. Investors are requested to review 
the prospectus carefully and obtain expert professional advice. IIFL group, associate and subsidiary companies are engaged in providing various financial services and 
for the said services (including the service for acquiring and sourcing the units of the fund) may earn fees or remuneration. 

 

 

For Research related queries, write at research@iifl.com 
 

For Sales and Account related information, write to customer care: cs@iifl.com or call on 91-22 4007 1000 
 
 

IIFL Group | IIFL Securities Ltd., IIFL House, Sun Infotech Park, Road No. 16V, Plot No. B-23, MIDC, Thane Industrial Area, Wagle Estate, Thane - 400604. CIN: 
99999MH1996PLC132983 Tel.: (91-22)2580 6650. Customer Service: 40071000.Stock Broker SEBI Regn: INZ000164132. NSE: 10975 BSE: 179 MCX: 55995 NCDEX: 
01249 Depository: INDP1852016. MF Distributor ARN: 47791. PMS SEBI Regn,: INP000002213. Investment Adviser SEBI Regn. INA00000623. Research Analyst SEBI 
Regn: INH000000248. Loan products are offered by IIFL Finance Ltd. & IIFL Home Finance Ltd. Kindly refer to www.indiainfoline.com for detailed disclaimer and risk 
factors. 
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