MANAGEMENT
DISCUSSION &
ANALYSIS

Business environment during the fiscal
continued to remain challenging with
Covid19 rearing its head through the third
wave, inflationary headwinds forcing
regulators across the world to raise
interest rates and tighten liquidity and
geopolitical tensions further exacerbating
challenges by disrupting supply chains
and constraining availability of resources
globally. During the fiscal India navigated
these challenges well and in the coming
years, with abatement of these macro
headwinds hopefully, the India growth
story should gain further momentum and
be back on track.

IDFC LIMITED
Current Status
Post demerger of Financing Undertaking
into IDFC FIRST Bank, IDFC Limited
(“IDFC”) is registered with the Reserve
Bank of India as an NBFC - I. It has
negligible business operations and it
holds investments in IDFC FIRST Bank
and IDFC Asset Management Company
Limited (IDFC AMC) through its wholly
owned subsidiary IDFC Financial Holding
Company Limited (IDFC FHCL). IDFC
FHCL owns 36.49% in IDFC FIRST Bank
and 99.96% in IDFC AMC. IDFC and IDFC
FIRST Bank are two listed entities of IDFC
Group and IDFC AMC is an unlisted entity.
During the year, the standalone Balance
Sheet size increased from INR 9,303.78
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crore as on March 31, 2021 to INR 9,358.51
crore as on March 31, 2022. Profit after
tax and other comprehensive income was
higher at INR 21.86 crore for FY 2021-22 as
compared to INR 8.87 crore in FY 2020-21.
Net worth of the Company increased
from INR 9,261.10 crore as on March 31,
2021 to INR 9,284.77 crore as on March 31,
2022.

CORPORATE SIMPLIFICATION
AND CREATING VALUE FOR
SHAREHOLDERS
Our corporate structure in the beginning
of the fiscal was as given in the next page:
In continuation of our journey of
simplifying corporate structure, following
steps were taken during the year:
✔
✔

✔

Liquidation of IDFC Securities
Singapore Pte Ltd.
Application of merger of IDFC
Alternatives, IDFC Projects and
IDFC Trustee Company were filed in
December 2021 and we are awaiting
the final order from NCLT.
Sustained and rigorous efforts to
divest our stake in the two joint
ventures i.e. Delhi Integrated MultiModal Transit System (DIMTS)
and Infrastructure Development
Corporation (Karnataka) Limited
(IDeCK) with the state governments
of Delhi and Karnataka respectively
were undertaken.

IDFC Limited Corporate Structure

✔

IDFC Institute, a division of IDFC
Foundation, was substantially

✔

simplified.
✔

IDFC Limited
Simplified Corporate Structure

The Boards of IDFC, IDFC FHCL

wound-up during the fiscal.

and IDFC FIRST Bank accorded in-

Process to sell IDFC Asset

principle approval to the prospective

Management Company (AMC)

merger of the two entities subject

was initiated in October 2021

to necessary regulatory and other

by appointing Citigroup Global
Markets India Private limited as

approvals.
✔

An interim dividend of INR 1/- per

the investment banker and saw its

share was declared and paid to IDFC

culmination with the signing of a

shareholders in May 2022.

share purchase agreement (SPA)
with the Bandhan consortium
(Bandhan Bank, GIC and Chrys

OVERVIEW OF GROUP
COMPANIES

Capital) in April 2022. The sale
witnessed participation from existing

36.49%

IDFC FIRST Bank

players and marquee investors

✔

interested in entering the Indian AMC

Key Highlights of FY 2021-22

industry. Notwithstanding macro

Our bank was focused on creating a

and geopolitical headwinds during

strong platform during the initial years

the last quarter of the fiscal, the

by consolidating and strengthening the

AMC sale transaction was concluded

balance sheet through growing assets

efficiently in a time bound manner

at a calibrated pace and hastening

and at a valuation comparable to

deposit growth. On merger of Capital

the best in the industry (valuation

First and IDFC Bank, the loan book was

of INR 4,500 crores net of cash

INR 1,04,660 crore and retail deposits

subject to terms and conditions). The

were INR 10,400 crore. We moderated

sale is subject to various regulatory

overall loan growth during initial years

approvals.

(loan growth CAGR of 6% during FY19 to

Post completion of above, the

FY22) and grew deposits as a faster pace

corporate structure would be largely

(retail deposits CAGR of 72%). This phase
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IDFC FIRST BANK: KEY HIGHLIGHTS OF FY 2021-22

focused on consolidation is now complete.
A strong foundation has been built to
launch into a growth phase focused on
profitability and asset quality from here on.

Financials

1,909 crores in FY 2020-21 to INR 2,753
Profit & Loss Account

crores in FY 2021-22. This establishes the

Our bank demonstrated a strong growth

higher profitability of our incremental

in operating profits. While our loan book

business. We are also witnessing strong

grew by only 13% year-on-year (YoY), core

improvement in operating leverage. We

IDFC FIRST Bank: Balance Sheet
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operating profit rose by 44% from INR

IDFC FIRST BANK: Profit & Loss Account

expect these to continue to play out over
the next few years, resulting in increased
overall profitability and ROE.
Our fee income is well diversified. We
have developed multiple streams of fee
income including but not limited to fastag,
cash management, wealth management,
wholesale loans, retail loans, insurance
distribution and mutual fund distribution.
Retail fees constitutes 84% of total fee
income which indicates granularity and
sustainability.
Our net profit was INR 343 crores in Q4
FY 2021-22 driven by core operational
income. Due to three specific factors i.e.
legacy high-cost liabilities; retail branch/
ATM/ liabilities set-up expenses; and
set-up costs for our credit card business,
there is a net profit impact of ~INR 500
crores/ quarter. This is coming down every
quarter.
Our incremental unit economics are
strong with NIM over 6% and incremental
Return on Equity (RoE) on retail lending
between 18-20% after adjusting for credit
costs and tax.
Funded Assets
Funded assets grew by 13% from INR
1,17,127 crore as on March 31, 2021 to INR
1,31,951 crore as on March 31, 2022.
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IDFC FIRST Bank: Funded Assets

Our Bank has reduced concentration

Further, the retail and commercial book is

risk significantly and the share of top 10

well diversified.

crore in just three years.
We have built a strong CASA base of

borrowers in overall lending has come
Liabilities

~50% which is best in class in the industry.

Our bank has demonstrated strong

In absolute terms, we have grown CASA

The growth in the retail and the

capability to raise deposits based on our

by ~INR 42,000 crore in three years that

commercial book has been strong and

strong brand, customer first products and

demonstrates our capability.

consistent over the last few years.

excellent service. Our retail deposits grew

down materially.

by INR 54,820 crore to reach INR 68,035

IDFC FIRST Bank: Concentration Risk
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Our strong growth in retail deposits has

IDFC FIRST Bank: Retail and Commercial Book 		

(Rs. in Crore)
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reduced our dependence on wholesale
deposits and has provided greater stability
to our liabilities.
Asset Quality
Asset quality has been stable. Overall
asset quality of our bank continues to
improve every quarter.
For retail and commercial loans, which
dominate our book, GNPA and NNPA has
reduced to 2.63% and 1.15%.
In retail loans, improving key input metrics
are indicating lower delinquency and
credit losses in future.
Asset quality of the non-infra corporate
book too is stable. Our incremental
wholesale lending is of high quality. We
have sanctioned ~INR 17,500 crores of loans
to new corporate clients since merger and
there have been no negative surprises on
credit quality of this book, so far.
Although credit issues in the infra book
continue, infra as a % of total funded
assets was 5.2% as on March 31, 2022 as
against 9.2% as on March 31, 2021.
All legacy stressed accounts have either
been provided for or already disclosed
as NPA. We have sufficiently provided
for all legacy stressed corporate and
infrastructure loans.
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Capital Adequacy

first principles. We believe in transparency

Contemporary Technologies

Our bank is strongly capitalized at 16.7%

and not surprising our customer by billing

Our bank continues to invest in laying

total Capital to Risk (weighted) Assets

customer fees or charges through fine-

a strong, modular and contemporary

Ratio (CRAR).

prints. For instance, we do not charge

technology architecture that will enable

non-home branch charges, SMS update

efficiency, resilience, and growth. Our

Corporate Governance

fees and IMPS fees. We were the first

newly launched mobile app is top rated

Eminent, qualified and experienced Board

universal bank to offer monthly interest

and provides several unique services

of Directors. All committees are headed by

credit for savings accounts. In credit cards,

and experiences to our customers.

independent directors except Corporate

we were the first bank to introduce low,

Our bank continues to strengthen its

Social Responsibility (CSR) which is

dynamic pricing, zero interest rate on cash

capabilities of predictive analytics in areas

headed by the MD&CEO.

withdrawal till billing date, lifetime free

including credit underwriting, portfolio

credit cards and easy online redemption of

management, collection strategy and

rewards points.

fraud risk mitigation.

Customer First Approach
We have built our foundation on customer-
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IDFC ASSET MANAGEMENT
COMPANY
The financial year 2021-22 was an
unprecedented year in many respects.
The global economy was beset with
headwinds such as the geopolitical
shocks from the Russia-Ukraine conflict,
elevated commodity prices, persistent
inflationary pressures, supply bottlenecks,
recurrent Covid-19 waves, and tightening
of global financial conditions. While the
fundamental of the Indian economy
remained strong, developments abroad
could delay Indian economic recovery
post-Covid.
FY22 was a milestone year in the journey
of IDFC AMC with the culmination of
the divestment process of the AMC. To
recall, in September 2021, IDFC Limited
announced its intent to divest the AMC
business for unlocking shareholder value.
In early April 2022, following a rigorous
bidding and due diligence process,
the consortium of Bandhan Financial
Holdings Limited (BFHL), GIC (Singapore’s
sovereign wealth fund), and ChrysCapital
entered into a definitive agreement with
IDFC Limited to acquire IDFC Limited’s
stake in IDFC AMC, subject to regulatory
approvals and other closing conditions.
The transaction envisages continuity in the
management team and business plans of
IDFC AMC.
Despite very challenging times IDFC AMC
successfully grew its AAUM by over 8.5%
to Rs. 115,000 crore in FY22 vs FY21. The
AMC delivered strong growth in profits
(+23% YoY) to Rs. 176 crore driven by
higher AUM, margin improvement and
proactive cost management.
Expanding its product basket, IDFC AMC
launched its first international fund the IDFC US Equity Fund of Fund. This
fund is designed to offer investors an
opportunity to invest in a growth-oriented
portfolio of US listed stocks and benefit
from geographical diversification. It also
launched the IDFC Multi-Cap Fund, which
is well-positioned to provide the combined
benefit of higher growth potential from
mid and small-cap stocks while aiming to
reduce volatility through investments in
large-cap stocks. The recent launch of the
IDFC Nifty 100 Index Fund aims to create
wealth for investors over the long term by
efficiently replicating the Nifty 100 Index.
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In line with its execution priorities, IDFC
AMC continued to invest in its core
capabilities to ensure that critical functions
continued to work smoothly to serve
clients without significant disruptions,
while continuing to comply with evolving
regulatory requirements. The Information
Technology and Security infrastructure
were also strengthened to protect systems
from potential malware and cyber threats.
As Covid-19 cases receded after the third
wave, employees seamlessly moved back
to work-from-office mode.
Continuing its focus on Investor Awareness
initiatives, IDFC AMC launched several
innovative campaigns. #PaisonKoRokoMat
- one of its largest integrated campaigns
- nudged investors to benefit from
the growth potential of equity mutual
funds. Later in the year, its innovative
#InvestmentMeinNoEmotion campaign
highlighted Balanced Advantage Funds
for their potential role in helping manage
behavioural dilemmas by encouraging
investors to benefit from the growth
potential of disciplined, long-term
investing and not allowing emotions to
cloud their judgement during volatile
market conditions.
Effective enhancement of the knowledge
and skills of employees and partners
has been at the core of IDFC AMC’s
learning initiatives. IDFC’s Learning
Briefcase offered structured courses and
interventions across core domain related
areas (Equity, Debt, Macroeconomics,
Financial Markets and Investment) as
well as behavioural skills and insights
helping business development. During the
year, IDFC also launched the pioneering
Prarambh program directed towards
equipping the next generation of
distributors and advisors with requisite
technical and behavioural skill. The
innovative Moneywise podcast brings
forth leading industry experts to share
their financial wisdom and expertise on
topics related to investments. The initiative
received a strong response and is now
available for listeners across 16 platforms
including the IDFC MF YouTube channel,
Spotify, Amazon, Google and Apple
Podcasts.
IDFC AMC is also registered as a Portfolio
Manager with the Securities and Exchange
Board of India (“SEBI”). It currently

offers the IDFC Neo Equity Portfolio, a
PMS portfolio that incorporates Artificial
Intelligence and Machine Learning into
portfolio decisioning with an objective
to outperform the BSE 200 Index. IDFC
AMC also acts as an Investment Manager
for IDFC India Equity Hedge Fund, a
Category III Alternative Investment Fund.
IDFC AMC offers IDFC IEH Conservative
Fund, which seeks to generate absolute
and uncorrelated returns to Indian equity
markets with lower volatility.
As a responsible corporate citizen, IDFC
AMC continued to fulfill its commitments
to promote education for children
from weaker sections of society and
contributed to the fight against Covid-19
in partnership with leading NGOs.
Additionally, on Women’s Day over 30
employees volunteered to mentor college
going girls and prepare these young
women for leadership roles, thereby
creating a wider talent pool for India Inc
and helping bridge the gender divide.

RISK MANAGEMENT

INTERNAL CONTROLS AND
THEIR ADEQUACY
The company has a proper and adequate
system of internal controls to ensure that
all assets are safeguarded and protected
against loss from unauthorised use or
disposition and that the transactions
are authorised, recorded and reported
correctly. Such internal controls are
supplemented by a programme of
internal audits, review by management
and documented policies, guidelines
and procedures. These are designed to
ensure that financial and other records are
reliable for preparing financial information
and other reports and for maintaining
regular accountability of the company’s
assets. The internal auditors present their
report on a quarterly basis in operating
companies and half yearly basis in holding
companies to the audit committee of the
respective boards.

HUMAN RESOURCES
IDFC had 6 employees as on March 31,
2022. IDFC has neglible operations only
pertaining to corporate restructuring.

IDFC Limited is a holding company for its
various businesses. Wherever applicable,
concerned businesses have a robust risk
management practice in place to proactively identify and manage various
types of risks, namely, credit, market and
operational risks.
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