vol. 21 Mo. 6 October 2022 ¥75

g r 4
BAN KI N G > Indian Bank ...................pg 10
» Union Bank of India .........pg 12
P Bharti AXA Life...............pg 18
F RO N T I E RS P Commerz Bank...............pg 19

P Fingrowth ..........ccc.uee....pg 62

Pages 68

wivww bankingfrontiers.com
www, Dankingfrontlers live

i
_‘u

ST

(UL F

tamesh lyer
VT & MD, Mahindra Finance

MAHINDRA FINANCE

A Diﬁeliit DNA



MAHINDRA FINANCE

A Difterent DNA

Mahindra Finance defiberately chose 1o start in a difficult market — rural
India. et it has blossomed and made a mark for itself. And it continues
an a fascinating jourmey towards the known unknown, The organization’s
dynamic approaches in terms of business model, people, technology,
data and risk, Is a template for those who aspire to think differently o

change the world:

ahindra Finanee started off
in 1995 with the objective of
financing vehicles in niral Tndia.

A tough call in those days, where masses
were migrnting from the villages to the
cities. Today, in terms of people, Mahindo
Finance has over 30,000 emplovees and
over 8 million customers, which s quite an
achievement.

Won't there be quile a few companies
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that have as many costomers in just the
metrocitiesof Tndia? What makes Mahindra
Finance stand out is that its customer base
is spread over 380,000 villapes where it is
impacting lives of people with low income,
Foww literacy nnd low access with a variety of
financial services,

For sure, Mahindra Finance has chosen
to strive where everyone is choosing to
slide. Let's find out how they are doing it.

amesh lyer
VC & MD, Mahindra Finance

LEARNING ORGAMIZATION

Every vear has been a new leaming on some
wayor the other. The market teaches lending
through partnership...the market teaches
vou how access a customers individual or
entreprencurial eapability rather than just
his financial capability. Ramesh Iver, Vice
Charman & MD, gives an example: “Many
of the people to whom we leod are first time
borrowers - they may not have a financial




statement to prove their eredit worth, bt
they have competence and eapability to tell
us how they will use the vehicle, what the
vehicle will eam for them, what i the cost
of runming the vehicle and therefore what
is the surplus they will generate. That helps
us o understand the use of the vehicle and
therefore to understand how our eollections
are Hkely to be”

Learnings are shared across
geographies and product categories -
the wuto team learns something from the
traitor team, who in turn leams something
fram the vehicle team, and so on, Our
people take such customer insights when
they design future product, policies,
process, risk matrix, ete, The HO becomes a
eomsolidating unit of taking in these inputs
from various segments. The company
has a formal matrix for this learning and
exchange, which is an interesting example
of bettom-up learning.

EMPOWERING WOMEN
Rurial business is predominantly male
driven. And & large percentage of the
employees are males. What has the
organization done to engage with women
customers and women employees?
Omething that the lender has done is that
it ot some special funds from International
Finance Corporation (IFC) which are
allocated for lending to women. It ereated
programs to provide loans specifically to
wimen, cither to set up of o small business,
o 1o buy some vehicle, ete. So that was one
ACLVIlY to acquire wiinen customers. As
for having women emplovees, the lender
haz identified certain roles, such as cashiers
at the branch, the back-office customer
cxpenience or customer service executive,
imternal auditor, ete. There are many such
moles that have been identified at branch
lewel which are very women oriented.

BEING EMPOWERED BY WOMEN
Rumesh shares an interesting insight:
“We found, very interestingly, that some
of our women hranch managers are out
performers. We have identified 2 reasons,
First, by nature they are a little more
disciplined, and second, they also bring in
discipline in their way of communication
in the branch. If a branch manager is a

Raul Rebello emphasizes

the use of contact center to
educate customers about the
importance of credit history for
future borrowings

warman, the customers are much more well-
behaved. and it brings a natural discipline
in the hranch. The 3rd thing is when
women reach out to defaulting customers
wnd explakn to them the need to settle their
Ioans, it is probably getting heard better
mayhe because the woman in the branch
is reaching out to the women member
of the family. There is lot of emotional
canneet that & woman brings in which is so
heartening to note”,

Women having & positive impact on the
branch is & long=drawn conclsion, but the
woman branch managers making such a big
difference is a learning in the last 1-2 vears
for Ramesh.

MOBILE APP

Mithindra Finunce is seeing material shiftsin
the way consmmers want toengage with the
company. Early the customer engagement
was larpely physical, whether for customer
on-hoarding or EMI eoliections.

Raul Rebello, COO at Mahindra
Finance, ghves a big hand to the government
for speed tracking the digital ecosystem,
particularly Jan Dhan, Andhar and
Muohile, Those have become the railroads
fur engaging with customers. Raul also
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acknowledges the impact of covid in digital
transformation. “When people were foreed
1o stay in their homes and make payments,
we were forced toalso keep the lights on ina
period when our branches were closed, ete,
The mobile apps becume that much meore
relevant for Mahindra Finance, We had
hardly about a 5% adoption pre-covid, that
number is close to 20% active users and

Raul acknowledges that for a customer
to download a mobile app means giving
precious real estate on the phone, which is
not easy, That explains why the company
sees prolific usage of its website, *1 think
that is heneficial from a transaction point
of view, We see a lot of customers come on
to a webpage to meet their requirements,
What one can do on 4 webpage and on an
app is pretty much smilar”

What Mahindra Finance has done is
make both the app and the website multi-
lingual to enhance wsability, Currently the
app provides for 7-8 langoages, which is
very likely to include more over the coming
period of tine,

APP USAGE

The apps first wsage is content
dissemination, such as giving customers
a view of the products and services, the
eligibility to get o loan, how to make
pavments, ete. Now Mahindr Finance is
going bevond. Saye Raul: “Now that we
have B million live customers to date, what
we're trying to do b make those customers
complete a lot of the seli-service elements
of the loan journey on the app itsclf So
instead of submitting documents again,
for a personal loan, instead of coming to
the branch and checking eligibility, we
will very soon use the functionality 1o
do this on the app. Right now, besides,
collections eross-selling is one of the
biggest initiatives”

The company already has a video KYC
process slongside OTT hused authentication
process, The next step will be building chat
and voice capabilities, Right mow, what
works is a missed call, which connects the
customer to the dedicated contact centre,
which speaks 9 languages.

Where voice bots will effectively get
used is largely the eollection function.
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CONTACT CENTER

Mahindra Finanee mns a 250-seat contact
centre which is largely for collections. The
secomnd most important function is cross
sell, which has been ongoing for the last 5+
venrs. Raul says the current cross-sell ratio
is 60% of existing customers, who take
another loan.

Raud deep dives into collections: “What
we wanted 1o do is very earlier on in the
eollection journey is educate customers on
the benefits of timely paviments, Mamy of our
customers have seasonal cashilows as many
are associated with the agricalture sector.
We ure the leaders in tractor financing.
Sn, part of the educational objective of the
contact contre is to talk to customers about
how they can pay their instalments basis
their eash flows. For any customers who
has been unbale to pay as per schedule , we
educate them on why they need w keep a
good eredit record as it will help them in
the fature 1o get personal loans, housing
loans, ete”

SOURCING CUSTOMERS

At Mahindra Finance, a lot of the leads
come in from the vehicle dealers. Today,
about 80-85% of the customers come vin
dealerships, while only 15-20% is what we
organically source, The dealers are not only
Mahindra dealers, but also those of Tata
Motors, Maruth Suruki, ete

The lender is trydng to reinvent itsell o
rench out directly to customers. For this,
it has set up an open market team, which
does loan mela from place to place, OF the
6 lakh villages in India, the company has
customers in about 4 lakh villages. Many of
the existing 8 million customers are brand
ambassadors, because they've seen how
Mahindra Finance has been supportive in
thetr cwn journeys.

To inerease soureing, Mahindra
Finance is abso ramping ap its branch
network. Tt currently has almost 1400
branches, and the goal is to take that up
to 2000, Raul deseribes the branches as
acguisition points. “With raml customers,
ane cait't be a pure play digital provider as
they have seen many cases of people have
come and defrauded them. So. for them,
having a physical infrastructure gives that
much-needed element of trust. A physical

47  Banking Frontiers Orctober 2022

Ramesh lyer has learnt a lot
from customer stories about
how they will use the asset
and earn an income

brinch alzo gives us the capacity to cross
sell, especially that we are going into SME
and LAF"

The branch design too is undergoing
u change. The earlier design was luid
out to colleet money, where the whaole
branch is centred around the cashier. Now
customers can come in and engage with
a kiosk or engape with a customer facing
desk. We are going to ereate digital kiosks
in vernaculars where customers also get
financial education. Naturally the floor
space of the hranches too is rising.

Raul dives deeper: “Customers don’t
just come alone; they will come with their
families, and their children today are
very versatile, theyre helping the older
generation get digitally educated. So, it is
not just the eostomer, but the household
that we have to forus apon.”

Yet another approach is to shift
branches from 1st/2nd floor to ground
floor, 50 a8 to have easy aecess, particalardy
fisr the elderly costomers. Further, all new
branches are coming up only at ground
foor level.

WOMEN CUSTOMERS
Alot of Mahindrn vehicles - both passenger
and tractor - are largely used by men and
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hence also bought by men. But what is seen
oy in the passenger vehicle space is that,
vehickes like XUVTOO, XUVIOO, ete. now
appeal to women. “We realized that we
need more women emplovees in our offices
to engage with the women eustomers, So,
what we have taken upon ourselves is to
recruit women employees to manage our
new s, afluent products,” suvs Kaul

Further, seeing the credibility and track
record established by women borrowers
in the mictofinance segment, Mahindra
Finance is now targeting them too and
women employees will facilitate that
business as well.

CO-LENDING

Co-lending s very relevant today though
it is taking time to pick up. It is absolutely
relevant for an NBFC which has a paucity
of capital but has distribution as it creates
a win-win partnership.

As for Mahindra Finance, capital is
not 4 constraint as it is one of the best
capitalized NBFCs - upwards of 27-28%.,
“8o, we would like o grow pur cem book
itself. With existing capital, within the
regulatory framework, we can donble our
AUM by 2025,

Mahindra Finance today is looking at
partnerships with P5SU and other big banks
to bring in rate sensitive customers into
cither a co-lending or co-origination model,

Adds Raul: “A eo-origination route is
nttractive for us because we're not putting
our cost of funds on the table, we are oaly
bringing in the ability to souree customers
and collect from customers and make a
good profit. Nationalized banks may not
be able to be as versatile and participate in
lending at an outlet, we are able to that's
our skill set, And the fee is very attractive
for us”

Raul also emphasizves that systems
on both gides have 1o speak very dosely o
each ather,

EXPLOITING CUSTOMER DATA

Ranl emphasizes that Mahindra Finance
and the Mahindra Group i= a very bramd
conscious and conservative organiztion. [t
always looks at new enablers from 8 medinm
to long term perspective, rather than some
quick kills. Raul deep dives; “Within the




Mahindra Group, we have the more than
100 companies in auto, technology, agr,
ete. The ahility for us to ride on all the other
group compandes’ data is there, What we do
as a group is take o costomer’s consent to be
evaluated and offered a financial product.
With the newly launched Scorpio-N, we had
1 lakh customers wha, you know, registered
in 0 mutter of an hour. What we did was,
we created a very specific page, asking
customers for their consent whether they
would like Mahindra Finanee to also partner
with them, and only then roll out an offer

AMNALYTICS
Raul deap dives into data collection and
analytics: “We understand Bharat, and
that was our tagline. Over the last 25 vears,
we've engaged with millions of customers,
and we have collected from ench of these
regional and diverse geopraphies, & lot of
data on what ticks for a specific customer
segment. We have a deep understanding
from & risk frmmework and a propensity to
ooy sell and upsell. Where we are nght
now is how do we iﬂatihltil.:lmlli.u' alot of
this data? How do we make informed calls?
This we have done over the last one vear,
The head of our data team is 0 Harvard
educated MBA, and he and his team have
bult scorecards for us for each customer
who gets on-boarded. We hive an in house
developed scorecard, which also takes in
burean data.”

The analytics journey has a long way

to go. Mahindra Finanee would have
captured, say 25 varinhle variables that are
mecessible to the frontline, but probably
wse only 10 of those 25, Raul sees his job as
institutionalizing all those 25 varmbles to
muske the models really sccurate,

Going beyond customer analytics, data
is also nsed extensively when opening a new
brunch by thangulating o lot of datasets
such as burean data, defanlt rates, CD
ratios, ete, The team at Mahindra Finance
trinngulates the outside data with the
comprehensive inside data

FUTURE CONTINUUM

Raul peeps intn the future: “Mahindra
Finance is reimventing itsclf for the
singular purpose to be relevant to the end
consumer. While we are digitizing and
becoming prolific in technology, the North
Star for us is to be relevant toour customer
segment that has been the semi-urban and
ruril customers, We have a lot of them in
the informal as well as formal segment
and they will continue to be our focus,
But we're also moving up the value chain
because Mahindra &5 an auto company is
reinventing itself with urhan and mass
afflwent. And we hove to be relevant to that
emerging sepment. Whatever we are dolng
today in reinventing curselves, it is for the
sole purpose of being relevant to the roots
and nearer to the customer, as well as being
relevant to the auto and mobile world.”
EVOLUTION OF RISK MANAGEMENT

AL

One of the biggest risks that Mahindra
Finance fuces iz that it does a lot of lending
tos first-time borrowers. So, the company
repeitedly asks these 3 gquestions: (1) Will
this segment be there in future? () Will they
survive? (i) With so much of pressure that
is happening on the earnings -with covid
and inflation and other challenges - are they
becoming more vulnerable than before?

Even earlier. the first-time borrowers
Were 11.1]|1|'r||lr|1' Ly 1|i;|rlu'1 events, |v|.|1 the
eveles being short, the affected people could
come out faster. Also, their marging were
11I'ﬂ|t]!:.‘ |:|.|:|.d ey I:Ilr:. 11'||:||.|'| .|'||'r~||:rr|'r i]lm‘“l-l.h for
a period. Now, a lot of people operate on
very thin margins, and anv shock pushes
them so much behind that bounce back
takes a very long time...or the bounce back
doesn't happen.

For example, post covid, many of
the segments diminished as individual
husinesses. So, this is one new question that
i heing raised: What is the segment which
is vanishing? So that is one.

Ramesh carmies on: “The second risk
that we are contemplating and querying
and discussing is that the overall ndustry
cveles have hecome very short. Earlier we
thought that now we're coming out of o bad
time, s the next 3-4 vears will be good.
That has now hecome 6 months or one vear.
Cycles are shorter and less unpredictahble.
What does that mean, it means our busines
miodels have o beeome super fleible”

A rigid mode] is sustainable only
when the eyeles are longer. This means
that peaple have to become multi skilled.
Sa, one of the tasks in a Nexible mode] is
multi skilling of people. Explains Ramesh:
“In a ngid model, the lender and recovery
person can be separate. [n o flexible model,
if tomorrow | am announcing that we are
going to stop lending in a particular branch,
then how we will utilize the lending staff?

The answers are nol easy. Shouold
one build people and processes within
ar should one partner outside, where
discontinuities can be handled easily. But
with partnerships, the costs and the risks,
bath rises, as both sides are looking at it
from their own perspectives.

The third risk is risking costs. “We
know that rural is little inefficient when it
comes to cost and the margins are under
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tremendous pressure. Borrowing cost
keeps going up and lending rates don’t
cateh up so fst, Also, the operations cost
and regulatory cost are golng up, putting
pressure on margin, So, the biggest risk
is if margin is under pressure, then how
do you bring in productivity? How do
you move from physical to a tech driven
maodel? How do vou dse data and digital
more sensibly and therefore shift decision
making to being based on data, and bring
down costs?” expliing Ramesh,

PEOPLE RISK

He explores a fourth area of risk. People
today don't want to build & career. They
don’t want to stay with vou for 20, 25 and
30 years. They think & vears is too long. He
raises questions: ‘S0 how does one keep
muotivating people and keep them engaged
to continue hnger with you? What sre the
new opportunities that vou can give them?
Wi are & single product vertical and not o
bank that has moltiple products. So how
do you give career direction to peaple?
How do you keep them motivated and
engaged?”

How is Ramesh taking on these risks?
One is giving them a new geography and
larger responsibility alongside o promotion.
Another is when introducing new product,

pive them an opportunity to head that
product. The third is through variouns social
engagements to engage them, and thus
retain them, Ramesh explains how: "When
we do our C5R initmtives, we try and see
how our employees can participate becanse
people also want to have an emotional
connect to the society and they want to
feel respected that we contribute back to
the sty

Further, if there are some really tabented
people, the company send them across
to different group companies, and the
reverse also happens. One aspect of career
security for any emplovee is to feel relevunt
even as technologies and business and
business models change. Apart from the

person himself, the management is equally
responsible to provide that opportunity
of lenrning. These nre some ways the
company is trving to overcome some of

these challenges.

CONCLUSION
Clearly Ramesh Iver and his team are not
running the business on a texthook model.
The team is deliberately not trying to be
the first or the fastest, quite unlike the fad
today, but definitely it has mastered the
art of tackling every problem and every
opportunity in a thoughtful manner, aiming
for and achieving a rare balunce between
values and vision,

o Franep i B nkingP ot o

A Harmonious Formula

Raising funds, maintaining liquidity, controlling costs, navigating sudden
twist and turns, and all the while supporting the business - these are the
musical tunes for the CFO of an NBFC. Listen to the financial music that
Mahindra Finance’s CFO Vivek Karve is playing:

ghindra Finance is a large
Muumpan:l. by itself. and also
being part of o large group, ic

the Mohindra group, which is known for
its extremely high standards of corporate
governance and transparency. How does
this impact fund-raising? Explains Vivek
Karve, CFO: "Given the conservative capital
structure policies that we follow, it means
that our capital adequacy ratios are guite
healthy at all point in time raising funds
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hias ot been in issue for us. Flowever, the
money market and the banking eredit is
such a lurge ocean, we will somewhere have
o be im line with the overall trends when it
comes b the interest rate trajectory.”
Karve believes that Mahindra Finance
will be in the top 3-8 fundraisers in terms of
the cost of capital, given ils extremely strong
balanee sheet, very good healthy eredit
rating, and the strong parentage of M&M,
So, where does it borrow from? *Definitely

banks are an important souree of borrowing
for us. Around 1/3 borrowing will be
from bank. Another 1/3 would be market
borrowings in the form of NCDs, Another
sotiree of borrowing & securitization, which
account of around 13-14%, which again
comes from the banks, We are also in a
deposit taking NBFC and around 10 - 12%
of our liahility book will comprise the FDs
that we gather from general public, There
are 1CDs, ECBs and retail debentures as



well. So, that is the broad landscape of the
borrowings,” explaing Vivek,

Over & period of time, the company
has been nurturing newer sounces of
bormmowing, and ECB is one source has
been developed over the last 3-4 years.
The finance team keep rebalancing hased
on market conditions. Last year, the banks
and the market were Nushed with funds
and eredit was much cheaper. So, the
company got over indexed on the bank and
market borrowing. In the current vear with
s0 much of volatility in the in the interest
rates, the larger source of one has been the
bank borrowing instead of being the market
borrowing.

BANKING RELATIONSHIPS

Vivek asserts that the company has a desp
relationships with its bankers, the key ones
being SBL, BOB, HDFC Bank, Axis Bank,
ICIC] Bank, and many large public sector
hanks. They are the largest lenders o
Muhindra Finance, both for the term loans
as well as securitization. Institutions like
LIC and SIDBI are also significant lenders.
Thee tenure of the company’s louns generally
ranges from 24 months to 60 months, with
an avernge mavturity in the mnge of 2.5 to 3
vieiirs, which mutches the sverage maturity of
its mEsets,

RISING COSTS
Pre-covid period, the operating cost ratios
were around 3%. During the covid period
2020 o 2022, those ratios dipped, because
mohility has almost come to astandstill, So,
as a resuft of that in 2021, the opex ratio was
2.2 which increased to 2.7 in 2022, “The
guidance that we have given to the market
is that it is likely to remuin in the 3-3.1%
bucket in the in the current vear as well as
at least the next year, becanse of various
reasons. One is that the mobility his come
back. and two, the disbursement growth is
mnch, higher throughput leading to higher
trveling and headomnt™

In the area of IT, Mahindra Finanee
15 mvesting significantly i modernizing
the entire I'T stack. "So, whether it is loan
origination system loan mansgement
system, we are also revamping ouor
underwriting engine and onboarding
various third-party micro services sing

Vivelk Karve highlights the
importance of training branch
accountants as they are at
the fore-front of customer
servicing

APls. All this also leads 1o certain cost,
In the area of eollection, we have started
& contact centre and have really upped
the ante on the recovery module, where
we are using arbitration and Htigation to
im prove eollections.”

In addition to that, the new businesses
that Mahindra Finance is setting up - leasing
to SME= ag well as the unsecursd consumer
finanee business which is digitally enabled,
requires upfront investments for creating
new organizational structures and setting
up mew [T infeastractiure, "Our promise
to the market is that while we make these
investments, our cost ratkos will be elevated
come 20:24-25 or maybe another vear, and
thereafter our cost matio should normalie
to around 2.5% because the economies of
seale will come in and the growth will also
start showing,” expliing Vivel

FALLING COSTS

One typical eost which has come down is
that of security guards, as the company has
now installed OCTV cameras in all branches
nnd have taken away the security guard
aftogether. Also, as the digital collection
ratio picks up, the cost of collection hy
means of using physical resources will come
down over time.

(%)

LIQUIDITY MANAGEMENT

Just before covid, Mahindr Finanee was
not maintaining significant liquidity. It
used to be in around T20 billion becaunse
there was ample banking hquidity and
nobody had tested diffieult periods like
cowid which created a sudden shrinkage in
the iguidity, “We did 2 things. First, in the
month of July & August 2020, we raised
fresh capital to build that Hoguidity chest,
And then we had a board approved policy
which mandabed ud bo miintain at leist a
S-month liquidity chest, which should take
care of next 3 months of debt obligations,
including interest servicing, and all
operating costs, which means that if the
collections will be zere, how much money
do I need to have today to pay for next 3
maonths obligation? During the COVID
perind, we went as high as even 4=5 months
licpuiclity,” explains Vivek,

WORK FROM HOME

The biggest change that happened during
covid is that pavment, borrowing and
disbursement had to be continue, ond hence
documents started owing in digital mode.
Documents would either get scanned and
then mailed, then the authorized signatory
would approve, and then the pavment
would happen. The accounts community
was quite adept and quickly got used to this
new way of working, even at the branch,
Further, video recording wis used 1o ensure
nocuracy in cash counting,

Adds Vivek: "Overnight we enabled our
peple Lo aceess The servers in 4 very seciine
manner, so that data security is ensured,
Of course, this was done for business and
other teams as well, as almost eversbody
was working from home.”

TRAINING & LEARNING

What Vivek sees is that training is
rejuired at the grassroot bevel The beanch
aecountants need 1o be trained becanse they
are the people who are st the fore-frant of
customer servicing, and they are aliso critical
to achieve the right level of governance and
controls. And therefore, they must need
both functional training and behavioral
training. Sowhat Vivek dhd in eollaboration
with the HR team, is developed modules for
both kinds of training.
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The team developed eriteria as to who
qualifies to undergo this training. The
troining was sequenced with those new in
the organization getting trained first. Also,
the company initiated a “Train the Trainer’
campaign, Initially the training was
done online, and now it is done in hybrid
misdel, This initiative will continoe to be a
wioirk-in-progress.

RECRUITMENT

Fortunately, the people tumover innecounting
and finance has been historically very, very
low: And when it comes to recruiting, the
company is far more focused on recruiting

locally, because the local nuances are
important for it. $o branch accountant or
cashier or back office would typically be
sourced from the pool of local talent.

LOAN TRENDS

S0, on an average the door-1o-door maturity
of the loans that the company grants is
#5-48 months, which means that the
average would be 24-27 months.

The average loan amount is also going
up because of inflation, Actually, there are
2 axpects here, One is 8 mix impact and
the other one is the inflation iImpact. S0, as
the share of the affluent business in the car

[ A A s

segment slowly starts going up and those
affluent vehicles are always a high-cost
vehicle, that ineresses the averasge ticket size.
Also, for the same vehicle. loan amounts ane
rising as the OEMs keep raising the prices,
heeping the LTV discipline intact.

Today Mahindra Finance is
predomimantly vehicle finance company,
with vehicle inance accounting for 96% of
the book. The balance is SME loans, leasing,
and consumer durable unsecured loans,

During the pandemic period, the lender
had gone very slow on the CV business as
the CV segment was also experiencing a
down-turn. But now in the current year,
with uptick in caparity utilization, it has
again increased focus on CV, So, by the end
af this year, the CV percentige of the overall
portfolio may shghtly go wp agaim,

Among various brands, shout 45% of
the overall bonok s represented by Mahindra
vehicles, *75% of our book is in semi urban
and rural; 8o we are truly raral. We're truly
4 company that is anchored in rural and
semi urban, We're happy and proud that
our business module is & meaningful part
of the overall finaneinl inelusion sgenda of
the Government of India”, beams Vivek.
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Smart Distribution

Mahindra Manuilife Investment Management Is playing the distribution
game smarthy by expanding gecgraphically and leveraging technology

lo empower agents.

Mahindra, Mahindra Manulife

Investment Management iz just over &
years old, “We lannched our first fond in in
July 2016, and in 6 years, we've grown 1o
rogghly 95 ba in assets.” savs the smiling
CED of the company Anthony Heredia,

For most nsset managers, the first few
years is abwavs dominated by liguid and
fixed funds. Equity is a longer-term asset,
and it takes time for people to trust track
records. In that sense, MMIM is refatively
fortunate as 75% of the overall AUM today
is mctundly equity, adds Anthony,

MMIM manages roughly 19 funds of

I n the financial services family within
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wiich 13 are effectively equity or variants of
equity. It is present in 65 locations with its
own offices. However, like the MF industry,
it effectively sells through distributors and
investment advisors and hence pccess
customers mipch bevomd those 65 gties.
The company has a team strength of
mround 200 people, the bulk of whom are
effectively in sales and marketing roles.
They are spread predominantly across
investments, operations, compliance and
risk. MMIM also has a small eall whose
focns is to deal with any aspect that CAMS
cannot handle. CAMS is the register and
transfer agent which serves customers

throngh varions channels.

KEY CUSTOMER SEGMENTS

Since MMIM is predominantly equity
focused in terms of AUM, the largest
segment is individuals, “We manage money
for all customer segments, whether it be




individuals, partnership firms, corporations,
banks, ete. But the bulk of it is - dose o
500,000 custumer filios - are individuals,
in the retal] and mass affluent segment. And
that will remain our focus for a very long

period of time,” explains Anthony,

BRAND LEVERAGE

Fundamental synergy is the brand, savs
Anthony, “We essentially manage money
for peaple - it is a very significant fiducinry
responsibility. The intangible aspect is
thit of trust. And that is where the bramd
plays a very, very significant role, especially
for someone who's starting off’ relatively
recently like us. For us, irrespective of the
target market, the Mahindru brand has the
most significant value. And 1 would angoe,
we're fortunate that we have the lory of a
brand that is as recognized i Mumbad as
it is in Jabalpur. In rural aress, oor brond
is perhaps even more recognised relative bo
some of our langest competitors”

Given that & large part of our industry
operates a lot more in urban cities, the
brand ftsell s a massive competitive
mdvantage, he adds,

DISTRIBUTION

MMIM rung a b2b model and has
distributors that are in metros as well as
semi urban cities. Anthony argues that in
rural Tndia, the distribution footprint of
the MF industry is not very significant,
it will tnke some time. ‘But one of the
advantapes our industry does have, and it
has been only augmented during the last 30
maonths because of covid, is our ability to
allow customer irrespective of location to
transact or interact with us nniformly. So
the ability for the customer experience tobe
consistent, whether it is semi urban or rural
ar top 5 city or metro is very easy because
effectively the distributor or the investors
themselves use a platform that he accesses,
irrespective of where be is actually based,”
expluins Anthony.

The company's peographieal split is
ahourt 70-30, ie 0% from the top 30 cities
and 30% from bevond. Adds Anthony: “We
ook & call to be as broad-based pretiy much
from day one and therefore, a lot of our 5
offices have been around for 3-4 vears. It's
not as if we started with 5 and now we are

Anthony Heredia solves

the whole infrastructural
bottlenecks of the past by
using WhatsApp to deliver
educational and promotional
material

65 ; we decided that we would be reasonably
aggressive abowt our pan-India plans from
the beginning.”

GEOGRAPHY OF BUSINESS
Geography of business is not any different
for MMIM as compared to the rest of
the industry. Mumbai Delhi, Bangalare,
Eolkate and Chennai are effectively the 5
Largest cities for the industry, Maharachtn
obviously has a much larger customer
base hecause a lot of the institutional
business flows from Mumbai, Outside of
these metros it 15 Gujarat with significant
business not only from Ahmedabad, bt
also Surat, Baroda, Vapi, etc. Next is
Telangana & AP Top 10 would include
Punjab, UF, Kerala, Telangana, Knrnataha,
TN, Maharachtra, Gojarat, West Bengal,
ete, With the exception of Gujarat and UF,
the bulk of the business comes from the
main city in that state,

TECHNOLOGY AIDS EDUCATION
MMIL needed a wnigque approach to
eduesting customers and distribution
partners. Rather than ereate another
multi-functional app or web portal,

(%)

it has started to use WhatsApp as a
very powerful medium to deliver all
promotions] and edocational moterial
{audio & visual) to distributors as they
meet prospective imvestors, This solves the
whole infrastructural bottlenecks of the
past, ie, that of having enough brochures,

Explains Anthony: “We started this
4 months ago. We made sure that what
we put throwgh the funmed is well tested
before we, roll it out for everyone, What
we deliver genuinely needs to make
business sense to the distributor and 1w
the end customer. We piloted it with 100
distributors and then ramped it up to
1500. We can ramp up further and make
it available to all our 9000 distributors,
Every month we get feedback about what
kind of information is being accessed
which helps us reorient the way the
menus are structured, ete, to make the
system more usable”

Ome learning for MMIM i that while
thiere are brochures and one-pagers on
each fund, a fact sheet has now become
a very common one place where a lot of
information about fund performance and
portfolios is avaitable. But it is not very
easily navigable in a sense that information
is spread across pages and the agent might
have o go from page 1 to page 18 of a pdf.
S0 what did MMIM do. Anthony shores:
"So we created a digital fuet sheet, so
that navigation is instant through clicks.
Whether the user wunts to see performance
of funds ar portfolic changes in time, he
can go directly to that section with just one
chick, rather thun having to go through each
portfodio and try to figure it out himself. So
that was something that we created”

TECH MINDSET

More than understanding what technology
vou can deploy, is the mind-set, savs
Antheny. "1 want every colleague to have
the mind-set that technology i going 1o
make us much more efficient and optimal.
And therefore we can deploy it to make
work simpler. As long as we have that
culture in the organizistion, innovation will
become very automatic. For example, today,
g0 much data anabytics s pvailable for the
investing teams to leverage and do research
in newer ways,”
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MMIM also leverages the Mahindra
technology ecosvstem. Mohit Kapoor,
whi is the group CTO, is also very focused
on financial services, Theres a lot of
investment that the group is making,
Secondly, Manulife hus s significant
expertise in how technology cin be used in
the investment management world, So the
inhouse tenms also talk to the technology
teams in Manulife, especially in areas like
risk management.

TAPPING THE TECHIES

Anthony thinks that the techies are a
mussive oppartunity, but also a challenge
for the funds industry. He expands:
“How do we become relevant to the
millenninls? If vou =plit age wise, the
pecple who invest in mutual funds are
predominantly that start above 30-40
veurs of age, whereas a large segment
of the IT industry is vounger. As an
industry body (AMFI), we have been

()

[ g dteiid

doing the campaign ‘mutual fund sahi
hai', [ believe that it is STP that will bring
all of those people into the mpinstream,
because most of them are never have the
time or mclination to become financial
specialists. One sign up amd then month
after month investment over time — that
creates wealth that is aligned to a goal -
that is the kind of things I think that they
will lap up.”

manoj@bankingfrontiemns,com

An Intelligent Broker

Vedanarayanan Seshadri, CEQ of the insurance broking arm of Mahindra
Finance, reveals trends in the non-traditional business opportunities and

the enabling data and technologies

Insurance Brokers Limited {MIBL)

brokered roughly 28 hillion af
premiums. This vear it expects to reach
140 billson, reveals its CEOQ Vedanarayanan
Seshadri (friends call him Veda).

MIBL is geographicallv present aeoross
most of India, with particular strengths
in North, West nnd East, It has o network
of +50 branches, which cover close to
200,000 villages. The retail distribution
fpans across rural, prban and semi-urban,
but 70-80% of the business s semi urban
& rural, given the large customer base in
tractor and commercial vehicles.

Among corporates, MIBLs largest
customer segment is the manufacturing
sector. Property, Engineering, marine ane
the traditional arezs which continue to be
showing good traction among corporate
dlients of MIBL.

Bevond the traditional business, the new
emerging area is the liabilities business - both
ut an corporate level and at the individual
bevel. That's becoming a very large and most
important area of interest, Firms in servioes
ps well as manofacturing, are increasingly
seeking liability protection in terms of risks
which arize due to product failures, legal
wction initated against any of the emplovees,
directors and officers, Hability eovers to
protect against cvber risks ete.

Veda deep dives into some of the newer
liability related offerings: “Warranty related
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Vedanarayanan Seshadri
avers that a broker’s job Iis
not just to transfer risk but
as much to analyze data and
advise customers

issues arise for M&A related transactions
and for trunsactions where there is a
change of shareholding. Transacting
enfities are seeking to make these areas
maore watertight for disclosure related

claims with a coverage and that'’s one of

the fastest growing segments. This can be
extended to [P0 offerings as well where
company is going in for an 1PO makes

disclosures in the prospects, Now there
is a fondamental assumption that the
data/information being provided by the
company is correct, But if later some eror
is found or thers i omission of data, then
the eompany needs to protect its Direetons
and officers against lowsuits by investors
against wrongful disclosure related claims
are some exnmples,

India is sesing huge traction in terms of
new enterprises being set up and existing
enterprises going to the markets to seek
funds. They will seek to provide the correct
information, but they need a backstop in
case of inadvertent errors. Tt is a standarnd
product now in global markets, but in India
it's an area which iz of greal interest and
MIBL is secing good transection in this
aren, says Vedn Wheress carlier 20-25%
of the companies were showing mterest,
teday almost all companies planning to
enter the market are seeking protection
for these nsks, This is not just for equity,
but also for o range of securities offerings
where representations are being made and
data being provided by the company which
plans to list to potential investors

Veda also gives some examples of
enterprise covers which are now becoming
maore sought after - fidelity covers protects a
company from any fmodulent acts or where
someone has miscepresented and done a
framd with the customer and therefore the
company is liable to pay. There is also a crime



cover. These are not large from a premium
perspective, but definitely important.

To summarize, property is the lurgest
segment by premium for MIBL while
hiability s among the fastest growing

product lines.”

TECH DRIVES CX

Insurance sees tech bedng used in 3 key areas,
First is the customer on-boarding prooess
where there is a lot of focus on CX and
muking the right kind of recommendations.
Here there is big scope todeploy Al & ML 1w
leverage data availnble from customers and
murrving it with the information svailable
outside, with the dual ohjective of making
the best recommendations and ensuring
that the customer journey is absolutely
frictionless, Retail has seen a lot of focus
on enstomer on boarding,

The second area where tech is making
an impact is claims servicing. The prime
example of this is a vehicle accident elaim
wihich is supported with images and video,
processed by Al & ML to determine the
parts and labor cost, and that is used o
derive the total estimate. This is now being
used to process 60-70% of all such claims at
MIBL, This technology runs at the msurer
with integration with MIBL.

Veda explains the role MIBL plays as a
broker in the tech enabled journey: “Curs is
mare of an interface tothe insurer platfoems,
We are an intermediary and we ean’t
adjudicate on & claim, but we can ensure
that the customer experience s consistent

across all insurers. 8o, what we do is bring
all the insurers on our platform and we
ensure consistency, The variables which are
being assessed for the customer, the srvice
stundards which are being set by various
insurers - those ane areas which we focus on
while also providing integration. As far as
the customer is coneerned, hefshe sees anly
oae face and that is MIBL. So that's the role
tech is playing on the claim side.”

TECH DRIVES PURPOSE

One area which MIBL handles itself is
property assessments. I there is a risk
which the broker needs io evaluate and
give information to the insurer, the earlier
process wis to physically go and inspect the
risk and make an assessment as vo whether

HR Momentum
\ /B has won a series of awards in the arsa of HR and Best Place to Work. Veda
gives the credit for this to his predecessors. He comaes from an enginaering
‘and marketing/finance background, but has worked in onganizations where he had
o manage a larpe number of peopie. So he doesn’l see a peaple uﬂgm'ﬁi'
different one from what he has been doing. He outiines 2 important elements from:
@ people | talent perspective, First: “If the place of work has a very stfong purpose,
that |s-a magriet for the younger talent S0 profit and purpose are not exclusive”
Veda's second observation is that talent attracts talent, and that 5 an important
conslderation. He points out that this industry is consistently going 1o get disrupted
in the next few years. 5o, in the next 4-5 years, the Industry will see different skill
Sats coming In, requinng consistent retralning and reskiling as distribution mogels-
and business models change at great speed, Vieda details: *So, # we have io get
our people to stay committed, investod and deliver the way wo want, at least hﬂlﬂf
my responsibilities will be to give them enough opporiunities to reskill, rl'h'llt:n_'l'ﬂ:-
mmm as the business models keep evolving. And mqu_

Lt

the property has the right kind of safeiy
measures from the point of view of electrical
wiring, flammable materials. lavout, ete.
Veda explaine the new process: “What we
ore doing today is we are using technology
where we use a remote device to make an
assessment of the entire plant premises,
get photographs, get detailed information
about how the physics facilities are. Then,
at the back end. we compare it with similar
facilities and we're able to give a risk
analvsis to the customer and the insurer”

This is now hecoming a very important
tool because it reduces the time and
cost to do an inspection. However, more
impartant is that MIBL can now make
comparisons across seclors, geographics,
clients, ete, making its role as a broker more
mmeaningful. Sayve Veda: *Our jobvas a broker
is just not to transfer risk from one end to
the other, but also to give advice, something
which the industry often forgets. We play
a fuirly important role in telling the cliont
that if they want to actually bring down the
premium cost, it works best to improve the
management practices of the risk on the
ground - and that is the area which youn
should use our expertise, The mare you
improve the quality of the risk, the lower
the premium, as the frequency of incidence
comes dewn, That's the fundamental advice
which we give to our clients and that is
where they see value”

Globally some of the large brokers have
what s called an underwriting pen, which
means that for some lines, they actually
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underwrite the fsk on behall of the insurer.
India has not evolved to that level in terms
of the ability or the regulatory comfort but
that ks the direction the industry can take.

BOOSTING PORTFOLIO QUALITY
The big thing MIBL brings to insurers is
portfolio quality,

MIBL hixs to find a way to communicate
to the insurer bow to differentiate between a
good customer and a bad customer, 4 good
wrea and operition of bad area of operation,
and so forth. For that, it looks at its portfodio
af the hook of busness and looks for the fine
cuts, It answers questions such as which
pertindios are losing money, where the pockets
of good customers are, where potential froud
risk are coming up, which areas should the
insurers be more cautions and which areas
they can perhaps take n little extm risk by
bringing down the premioms,

Adds Veda: “The advantage we have is
that while an insurance company will have
diata for its customers, we have data scnoss
the 30 insurers. So our assessments are
that much stronger and widespread for us
tor have a maore clear view on how (o write
the risk better. Bevond risk, we can also
look at customer propensity for rencwal,
making claims, ete. We e actually working
with a Chennai hased startup for building
a propensity model for customers who are
likely more lkely to renew”

The propensity models are separate for
maotor and health and others. This is one
area which differentiates one Insurance
bioker {rom another, because 4 5%

improvement in customer lifetime value
every vear has a cascading effect. MIBL s
also beginning to look at the data relating
to infteractions across channels to figare
oul how to further improve the customer
experience and to improve upsell and
cross sell. Veda describes all this as work in

progress at MIBL.

CUSTOMER CONSENT

All this data analvtics rests on an important
pillar of customer consent, which is very
imporant given the privacy related issues
gain prominence. MIBL. being part of the
ME&EM Group, has nn additional advantage
of having potential seoess W customer data
from the group companies, such as the
vehicle buving data, the vehicle financing
data, and so on. Veds underseores a key
point: “Anvtine a costomer inleracts with

Lines of Business
MlHﬂdm Insurance Brokers Limied (MIBL), a subsidiary of Mahindra Finance, is &
composite insurance braker, ie it is present in insurance s wel| as reinsurance.
It was bam in 2004, and has been In existence fod 18 years.

MIBL's business has 4 major lines, First |s the retall business, which comprises
porsonal line products ke motor, haalth and lifa insurance. Second s the advisory
business which i essentially for corporate clients who are looking at insuring
larger risks for their business operations — eq Property, Engg, Marine ete. Third ks
for companies for their own people, such as liability for directors and officers of
the company. Fourth is cyber insurance, for their protecting theér entire entarpeises,
from cybes risks. Between retall and corposate, the spiit ks now about 80:20, but the
‘cofporate business is a significam one and it continues to be a lrge growth diver.

MIBL also has a rednsurance arm which essentially provides a backstop for insurars
far their portfolios and supports corporaie clients for thelr large, complex risks. This
lipve was started in 2012 and while a fledgling business ks growing raplidhy as walk
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us, the first thing Is that consent is taken
and then there s a team which uses this,
which allows us individual companies to
use data ethically”

MIBL combines all this data with eredit
senres, vehicle tvpe, customer occupation,
claimedata ete, 1o find interesting correlations
in berms of buying, renewal and more,

FOCUS ON CLAIMS

There are solutions today that can figure
ouit the health of a person based on ins
sean, face scan, ete. which basically use
Al MIBL 15 partoering with some health
providers for providing risk scores to its
potential customers when recommending
to an insurer,

MIBLs in-house team is focused on
improving the claims interface becanse
that’s a place where there is a lot of pain
even today. So the team is focused oo claims
related informatlon for both into cashless
and reimbursement claims for both health
and motor insumnoce, s health is the fastest
growing insurance segment in the country
and mator has been traditionally the largest.

There are off-the-block solutions
available becasse there are readvmade
actuarial models for portfolio solutions.
But for customer lifetime value and
propensity modelling, while one lhas to wse
the hase level models avlable, one needs to
refine it based on the incoming data. Adds
Veda: “There will be a need to keep doing
iterations until vou come to a certain level
of probability which vou're comfortable
with. You can start with let’s say an B0%



probability of the outcome being at a
particular level, Bat you would want to
refine it to $0-95% and that takes time”

IMPACT OF WAR
As covid ebbed, a new crisis emerged - war,
War in Ukraine is the defining event of 30:22,
for the mdividual as well as for bosiness, and
o 5o for the insuranos sector. The Ukrine
wr hias hawd such a big impact that even some
couniries have gone bankrupt because of the
raskng prices of food and fue, and the supply
chain disruptions. Just imagine the chaos if
another war take place, even as the world
grapples with the ongoing war!

Veda adds: “War fundamentally brings
uncertwinty on the table, acmss soceties and

wherever uncerainty comes in, perception of
risk rises. That drives people to stant protecting
themselves and insurnnee is o part of the. If
there is no protection for the containers and
ships to move from one destimation to other,
then revenue gemeration stops,”

Every time a war happens, the risk
preminms have gome up, because war impacts
property, trasssction end transit. Onee the
cost of insurance goes up and it is unlikely
to come down until the risk has materally
chanpes (improved. Veda sess war covernge
remaining more of an exclusion, and if the
client wanta to nclude, the pricing will rise
a8 war is an unforeseen event which is not
budgeted for or planned for. Catastrophes
are planned for, but not wars,

[ A

THE TERM BROKER

“The term ‘broker” unfortunately does
not carry a great positive connotation in
India. In gome of the other parts of the
world, a broker 15 someone who gives
advice and finds something proper for
the customer and represents his/her
interests. In India the term is typically
associated with the real estate guy whio
who's just an intermediary trying 1o
make a fast buck, We have a lot to do
to change the perception of brokers
and start defining insurance brokers as
representing customers first, Thal'’s part
of my job,” eoncludes Vedanarayvanun
Seshadri.

manajiibankingfranters.com

3 Long-term Strategic Partnerships

Mano] Agrawal We are today in an era of
partnership driven business model? What
were the key partnerships for Mahindra
Finance in the early stages?

Ramesh Iver: Our earliest day
partnership started with the vehicle and
tractor dealers. They are the people who
showed us the path to this business in the
rural Tndia, We started off as a Mumbai
hased one branch company that wanted to
do vehicle and tractor financing. The first
people we went to were the distributors and
dealers who patiently heard them us about
everything we wanted to do,

What we heard from them is that if you
think you are going to hire peaple from
Mumbai and put the put them in rural
market, vou will have a huge challenge
Becanse they may not be able to speak the
local language. They may not be willing to
live in rural arens, and they may not have
a long-term carecr aspiration. At that time
there was hardly any technology and data
and physicality mattered over everything.

That dealership partnership, from then
to mow, has become a very integral part of
otir sucorss story, beeause they now look at
05 a3 a very dependable partner. The earlier
day questions such as - Will these prople
really want to continge only in rural? Will
they sustain in rural for long, have all been

Ramesh lyer identified 3 set
of people as strategic partners
for their long term association
with Mahindra Finance

answersd. Now they have seen us for three
decades - how we have stood with them,
daing what i required. They have seen
how we have understood partnering in
difficult times.

Rural markets have disruptions
coming from various fronts from time
to time including climatic, political,
demonectization and Iately covid. There
are customers who do not earn thetr daily

income during such times. In such times,
we a5 a financer, have 2 choices - either
1o take hack the asset and settle the loan,
or to understand the customer's problem,
to understand that the customer is genuine
and what he is going through is a temporry
problem.

I would rather partner with him as he
comes out of diffienlt times and | expect he
will pay me back when normaley returns,
These are things which dealers appreciate
ns dependability.

The dependability that we have built
over a period of time i what T would think
has graduated from being a basic enabler 1o
the business to becoming o large strategie
partner, whom | respect a lot,

O the hahility side, | humbly respect
all my corporate and retadl lenders who
provided capital and debt. They saw us as
agreat brand and saw us as a great model
because we were willing to go into rural
where only a few were venturing to. They
saw the very sustainable model that we
have built over a period of time, I'm sure
many of them would have initially come
in to test whether this model is doable
and scalahle,

2530 vears back, we had a 250 miflion
bank limit and today we borrow 300
billion, Now this scale would not have
been possible if those partners had not
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Joined us and moved dlong with us from
in experimenting approach to a strategic
approach of supporting a rural growth
story, I'm sure when originally State Bank
& Union Bank of India together gave us T70
million Emit in 1954-95, they also thowgin
it as an experimental support to someone
trving to do retail in rural. But then over
a period, they saw us scale-up and our
balance sheet is today T800 billion and they
have partnered us all through. these lending
partners have substantially been with s
and moved from just being a support on

that day to o stratepgic pariner today,

The third angle of partnership is our
employees, They are also our strategic
partners - when we gave them emploviment
in rural areas, we hired them locally. Most
of the people may have thought that they
are just getting a job in Mahindra....but
did they know that they will make a big
career out of that over a period of time?
Today | am so happy to share that most
of my branch managers of those days are
today my product head or business heads.
They rose from being a field executive or o

brunch manager to an ares manaper. then
to regional manager, further to a 2onal
manager, to now becoming a business head,
Along with the company's growth, they have
definitely grown, but more importantly,
driven by their belief in the business miodel
and by working together, they have risen
substantially from transaction to strategy,
‘When they joined, they were just executing
= lending some loan and recovering that
loan. Today they are building the strutegy
for the future of this company!
managebankingloNbers com

The Superglue that Binds

If a man leads an organization for over 30 years and takes it from a
fiedgling to an industry giant, then undoubtedly, he's more than a CEOQ,
He Is a leader. Ramesh lyer, VC & MD, is the unstoppable driver at
Mahindra Finance, and the fuel of his cholee is 'Culture’, which he has
defined and refined to achieve his vision. Banking Frontiers explores
what he thinks about culture and how he practices it

he way an organization scouts,

sereens and recruits peaple 15 surely

a defining characteristic of the
organizations DNA, S0 how does Mahindra
Finance do this, and why?

Ramesh Tyer savs that when o pew joines
ig 1y be inducted, the first and foremost
parameter o be kept in mind is the overall
cuilivml e The culture at Mahindm Finance
i ome of respect, being friemdly, and have an
emotional conpect among the employees.
The company does not look for task masters
whao are professionals in a robotic sort of way,
and have nothing to dowith people. A leader
of this kind will create a large battalion of
people under him, who are not engaged.
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Ramesh delves deeper into the
organization culture st Mahndra Fmance:
“We are not a hierarchical orgamization.
Sa, we have an open culture whers anyone
can speak with anybody, irrespective of
their position within the organization,
The seeond aspect of culture is that we are
very respectiul and mindful of people as
human beings, Whatever be vour standing
in the company, we respect vour standing.
So therefore, when we hire somebody, we
want someone who should have the fecl for
people. Like you use technology and vou use
data, you should be connected with people.”

The question then naturally arses whether
this cubture favors extroverts over introverts?

Ramesh acknowledges that extroverts
have an ability to reach out to people but
believes that introverts start feeling very
comfortable about it over a period of time,
becanse thev see people are reaching ot
them as well,

What then are the calturally difficult
things to maintain in an organization?

Rumesh thinks that if someone is very
hierarchical minded, it's very diffieult for
that persom to survive in his organization,
because when people go to anvbody and
get things done, it will make the person feel
irrelevant. The second challenge Ramesh
sees is that even if & person is good and
transparent, it is not necessarily people



bebow are very mature and transpareni. So,
some of them take an undue advantage of
this and hence one has to be very mindful
of this approach as well,

Ramesh also emphasizes being upfront
shout bad news. If someone has done a
mistake, or has lost money, he/she should
be the first to bring it in the attention of the
management, and therefore this calls for a
fearless culture. The whole organization
including all munagers should have the
maturity o listen to any bad news. If you
create a culture of authoritative fear, then
such news gels suppressed, and when il
coames oul with a burst, can beeome a erisis.

Ramesh stronghy believes that people
should always fear the manager for their
knowledge and not for thelr authority. ITit
is the latter, then people will learn o act
in a pleasing manner rather than come
prepaned.

Building trust iz another critical aspect
of the arganization culture. Ramesh believes
that & person is a leader when people start
sharing the personal issues and agendas
and problems with the leader, which is an
indication of trast. “Till such time, they are
only discussing their official problem with
me, I'm still a manager. From manager to
becoming o leader, that trust has to get built
with each employee and that measurement
of trust is when they are even willing to
confine their personal issues with you”

explains Ramesh,

BIGGEST SATISFACTION

Ramesh's biggest satisfaction over the vears
is shout the many, many people who joined
Mahindra Finance at a very junior level in

Footprints across Bharat
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Ramesh lyer banks upon
culture to build an organization
that feels and works like a
family

the organization in the early days. He has
been able to mentor them, eoach them and
guide them to build their confidence and so
many of them today have become business
heads. Rumesh gives an example: “One
such person is Dinesh Prajapti. He joined
the company 24 years back in internal
audit, from where he moved Lo accounts,
and then to corporate affuirs and today he
is Treasury Head, a very eritical position in
nn NBFC.”

BIGGEST DIS-SATISFACTION

Ramesh narrates: “What does not give
me satisfaction or what sometimes kind

of shakes me up, is that in our early days,
we had a very senior person heading the
buosiness and we had ondy @ small steering
commiliee. As we started adding new
businesses and people, | probably could
not give him adequate personal attention
amd time. The person prohahly started
feeling a little insecure about it which
cogsed o change in his behaviour. In such
matters, counselling is so important which
we did try for almaost a year, post which we
had to part ways, Honestly, T still feel bad
about this mswe and am regretting for how
somebody got inte such o situation,”

TOWARDS MENTAL HEALTH
What 15 the antidote to stress arising at the
workplsce?

“Theonly thing | keep telling evervhody
and which [ do it myself all the time, &= to
have one hobby, Whatever be that hobby -
reading writing, dancing, singing, bowling,
- but vou must have one, €0 that heyond
5:30 pm you pursue. If you do that,
you will never become imbalanced,”
advises Ramesh.

So, the natural question is, what is
Ramesh's hobby? “So, my hobby is singing,
I do alot of singing, In fact, l'm a part of a
small bhajan group where | goon weekends
o some temple or some fumetion 45 a group,
Alsn, T have recorded some 1300 songs for
my own sattsfaetion, all of which 1 have
done while moving around in my car”

So these are the multiple dimensions of
culture that Ramesh Iver sees and practices
as he builds his organization as a closely
knit fumily.
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A Private Awas Yojna

Most people take the easy way of waiting for the government to fix a

problem. Some don't

t has almost taken Mahindra Rural

Housing Finance (MBHF) 14 years to

reach the million homes milestone. The
company was formed in 2007-08 and has
steadily been extending finanee for housing
to the underserved ruml segments. And it s
prepared for a long journey.

THE JOURNEY BEGINS

Initially when the team started the business,
the thinking was that there will be some
similarities in the customer profile to whom
Mahindra Finance lends to. The assumption
wns that an existing Mahindrs Finance
customer would also be willing to take a
housing loan. Rajnich Agarwal, CEO & MD
imterjects: “But it did not torn oot Tike this.
We found o different customer group outside
of Mahindra Finance customer segment.
There was a very large set of prospects
who were having 'kucha’ houses, or they
wanted to add one room into their house
and or want to build a roof for their house
or convert a mud house into a brick-and-
mortar house. Sothose were the needs of the
customers, but they were not o tractor or o
vehicle customer. . ey were rural costomers
looking for smaller ticket siee lnans.”

Normally formal credit was not
available to such customers, and the only
practical choiee they had was 1o borrow
from & money lender. Even a money
lender would not lend long term capital
to these customers because their incomes
were unstable and uncertain. For many of
them, the property documents may not be
in the name of the corrent borrower, bt
rather that of their ancestors and relatives.
In many cases, the cuslomer inoome wis
uneven and subject to extrinsic conditions
like weather and mandi prices,

Rajnish Aparwal shares the journey:
“We started this business to serve
underserved and under-represented
customers, of whom we found a very large
number. We started from Tamil Nadu, then
moved to Maharashtra and then kept on
adding 1-2 states every vear, the latest one
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Rajnish Agarwal expects
to reach the next million

customers in 5 to 6 years,
more than double the speed of
the past

being Odisha, Today we are working in 14
states aoross the country, We are also adding
new products. We are present in 88,000+
villages through 750+ physical branches
right now. India however has over 6 lakh
villages, and thene is a long way to go”

Muohindra Home Finance usually
struggles to find the first one or two
eustomers whilst starting operations in a
new village. As the news spresds. by word
of mouth, getting new customers becomes
easier. “There are villages, where we have
200+ custoriers. So thats how the business
gets built. We increase the penetration
inside the village, we form a relationship
with the peaple and then we go to the
neighbouring vilkapges, it & an expansion of
trust and partnership, not just capital,” says
Rajnish Agnrwal

BUSINESS NICHE
Fortunately for MEHFL, there are not
too many plivers who want to do this

business with a loan size of 30,000~
150,000, Challenges include small ticket
size, physical nature of cash collection,
customers nol paving on due date, and
AT PR,

MBHFL faces challenges when they
have a large customer base in a region
and when vagaries of nature disrup! these
customens' income and their ability to repay.
MRHFL experienced & huge disruption
during demonetization and another
one during covid however, the business
managed to pick up pace over time.

Fortunately, their customers are able
repay off the loan even after delays which
is what covers the risk of this business and
the eost of collection. Sa, the company tries
making the EMI affordable by extending
the loan tenure, If the borrower goes
to & monevlender, he will pay a much
higher rate of interest. Even microfinance
companies lend ¥20,000-30,000 for
6i-9 months, so the amount and period,
both are insufficient. So that is the niche
fior MRHFL

In spite of the EMI being small, there are
many months when the customer doesn't
earn enough or even if he eams, there are
some challenges in the fomily, such os a
medical expenses or rains or drought spail
the erops or the money which he has to get
from the “mandi’ is not received in time, or
if he is a daily wage worker, he's not getting
work every month. How does the company
handle this?

Rajnish Agarwal explains: “We have
built a two-pronged approach - (i) a
proprietary credit scoring model 1o assess
apgri and easval incomes (ii) Nexible
repayment date matching income cyeles, We
also have zero lolerner Toe wilfid defoultes
as they hamper our survival and service
other customers. This management wonkd
help us further the business, be answerable
to stakeholders and raise funds to grow. On
the whole, the business is very profitable
and it meets a very important need of
society; it is a socially impactful business.”



MEW STRATEGY
Since this iz a volume business with
volatility, MEHFL has slightly changed its
strategy now. 1L has added one maore produoct
- the affordable business - which caters to
the semi-urban and more afffuent elass
of customers. These typically are salaried
customers who have a regular source of
income, who are less likely to defauit.
The marging are low in that segment, and
volume is very large. “By parallelly growing
our affordable and riral housing business,
we are looking towards a sustainable
growrth for the business in the near future.”
Currently more than two thirds of the
business comprise of rural honsing since
the company started lending to rural
customers. Gradually MRHFL plans to
grow the affordable hovsing business
over time. Another segment that MEHFL
is trying to address is the premium and
documented customer in the rural segment
- typienlly rich farmers with land holding,
tractors and utility vehicles. They will mot
pay high rates of interest, but the default
rates also will be |1:IU|'. 1.|l|.' ticket sizes will
be higher and they will further de-risk the
miral husiness in the same geography,
MAHFL has to ensure that the loan
amaunt is being used for the purpose it is
given. So, the funds are disbursed in 2-3
stages, as per the progress of the work,

THE NEXT MILLION
Team MBHFL has now understood
this business very well and has puot o
robust credit process in place. They have
introduced many new methods because
now the eredit bureaus are very active in
those geographies becanse of microfinance
lonns been given regularly. Now T0-80%
of the customers have a credit imprint.
The amounts may be smaller than what
they seek for housing finance, but yes, the
bormowing and repavment data is becoming
available 1o assist in further lending,
Rajnish Agarwal expects to reach the
next million customens in 5 W & vears. He
has observed a tipping poimt - i in one village
there is already 15-20 customers, every
month the company gets 2-4 customers
through referrals from existing customers.
Then of course, the coompany is adding mone
brinches and getting into more states,

MRHFL Odisha Mew Branch Opening

BRANCH NETWORK

MRHFL started with the help of Mahindm
Finance branches so as to minimize
costs inftially when the bosiness was not
mvailable. Now that the company has a solid
base of customers, when it is prudent and
a minimum size i achieved, a physically
separate branch is set up. Earlier 80-90%
of the branches were common with
Mahindra Finance, but now almost 75%
pre independent. The company currently
has GO0+ indepencent own branches and
another 125 are still common.

In a typical vear, the company aims to
incrense their branch size by 100% in a vear, A
typical branch has 12-15 employees hecanse
the branch encompasses both business and
support function teams . One interesting
mechnizm thal MEHFL has deploved i that
when a koan is given, for the first 12 months,
the collection is done by the salesperson,
and only after that is the work passed on to
the collections team. This ensures that the
salesperson has his skin in the loan,

COLLECTIONS

Coltections started largely with cash and
gradually shifted to digital, thanks to
UPL MRHFL also tied up with India Posl
Payments Bank about 3 vears apo as for
many customers, the post office was closer
than the branch. Further, the lender has
thed up with Commaon Service Centers
(CSC) which are spresding wide.

Further, the company has made
available all kinds of digital capabilities. “As
& part of our mission for transforming lives,
it has been our endeavour to drve cashless
paymients within our collsctions processes,

The pandemic provided & huge opportunity
for us to leverage digital tools such ns UTPI,
Net Banking, Bharst Bill Payment System
to maximize digital payments,” states

Rajnish Agarwal.

LOAN INSURANCE

MRBRHF hss a loan ]!ll'l.|1l'|:'1il:||| aelie e
where we ensure that the costomer’s loan s
protected in the unlikely event of his death,
The borrower could be the only earning
member in the familv and the lender does
not want that the labilitv of the loan should
shifi to his family. Typically this insurance
adds o mere T20-90 to the EMI MRHF hos
tied up with Kotak Life and HDFC Life for
life insuranee. As a housing finance company,
we also extend fire insurance covers 1o our
custimers for any accidental mishagps,

FUNDING

Funding comes mainly from hanks, mutoal
funds and pension funds, Within banks, the
lender gets mare funds from private sector
hanks as compared to public sectors banks.
Even National Housing Bank (NHB)
funds housing finance companies &t & very
noaminal rate,

MARHFL is a subsidiary of Mahindra
Finanee. At some point of time even the
regulator, National Housing Bank (NHE}
was an equity participant for 10 years,
Usually, NHE invests for around threee -
five years 1o initially assist the bosiness.
However, due to MRHFLS anigue business
midel that focused on driving social impact
and generated good returms, NHEB extended
their investment for a period of 10 yvear.
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