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Management Discussion Analysis 2025-26 
 

1. India Economic Outlook 2025-26 
 

India has been as a resilient performer amid global uncertainty. Real GDP growth 
for FY 2025–26 accelerated to 7.6%, according to the World Bank, driven by strong 
domestic consumption, income and GST tax cuts, and a re-basing of national 
accounts to the 2022-23 base year. Reflecting strong domestic economic 
momentum, both the IMF and World Bank confirm India’s status as the world’s 
fastest-growing major economy.  

 

 
 

2. NBFC Sector & Outlook1 
 
Micro, Small, and Medium Enterprises (MSMEs) remain a cornerstone of India’s 
economic framework, contributing approximately 30% to India’s GDP and over 
45% to its total export volumes. he formalization of this ecosystem has strengthened 
remarkably over recent years. India has now registered 7.7 crore Udyam-registered 
enterprises, within which 3.6 crore unique entities operate as credit-active borrowers 
across commercial bureaus and individual business loan segments. This active 
participation translates into a solid formal credit penetration rate of 47% across 
registered enterprises. 

 
The FY26 operational landscape witnessed asset quality pressures across the 
Unsecured MSME and Retail Lending segments , driven primarily by a uptick in 

delinquencies within enterprises holding exposures up to ₹10 lakhs. In response to 
these retail repayment strains, lenders actively moderated new-to-credit (NTC) 

 
1 Source: SIDBI CIBIL MSME Pulse Report of April 2026, 
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originations to construct lower-risk profile portfolios, shifting credit supply toward 
credit-tested repeat borrowers and larger loan ticket sizes. Furthermore, 
international trade friction—including the implementation of new trade tariffs—
initially generated market anxieties regarding severe demand and supply disruptions 
for core export clusters like textiles and garments. However, actual commercial 
credit metrics demonstrate structural resilience; portfolio quality in these export 
blocks has shown limited signs of systemic stress, and underlying market demand 
continues to outpace external macro pressures. 

 
The overall outlook for the NBFC sector remains cautiously positive, with credit 
growth remaining healthy supported by robust consumer demand, rising capital 
expenditure, and deepening market penetration. Non-Banking Financial Companies 
(NBFCs) have deepened their systemic market share, commanding 26% of 
origination value and 40% of overall origination volume. MSME lending is expected 
to remain a growth engine, with non-banking lenders expanding their reach into 
tier-2 and tier-3 cities. Strategically, NBFCs are increasingly preferring to operate 
unsecured lending as a risk-mitigated adjunct to their primary secured lending 
portfolios rather than as a standalone vertical. In tandem with this momentum, 
CRISIL Ratings projects the NBFC industry's aggregate Assets under Management 
(AUM) to expand at a steady 18–19% annual growth rate, positioning the sector to 

surpass the landmark ₹50 lakh crore mark by March 2027. 
 

3. Opportunities & Threats 
 

3.1 Opportunities  
 

● Expanding Addressable Credit Gap: While consolidated MSME credit 

outstanding has increased to over ₹67.6 lakh crore, recent data from SIDBI and 

CRISIL demonstrates that an addressable, unmet credit gap of ₹30 lakh crore 
still persists. This formal credit vacuum offers non-banking lenders a growth 
horizon to capture market share.  

● Supportive Government Policies and DPI Enhancements: Schemes like 
CGFMU, CGTMSE and increased budgetary support for MSMEs provide a 
conducive environment for expanding our lending portfolio and market 
presence. Concurrently, the mass adoption of Digital Public Infrastructure (DPI) 
like the Account Aggregator framework and GST-based cash-flow registries 
provides reliable, alternative transactional cash-flow validation to underwriting 
processes. Moreover, the Government is proactive in supporting MSMEs from 
external shocks by launching schemes like the Emergency Credit Line Guarantee 
Scheme (ECLGS 5.0), delivering urgent collateral-free credit support and 
expanded working capital buffers.  
 
 
 
 



3.2 Threats 
 

● Inherent Credit Risks: Despite mitigation through credit appraisal models, the 
high-risk nature of MSME lending persists, particularly during economic 
downturns. 

● Intense Competition: Growing competition from banks, fintech and captive 
finance companies, which could pressure margins and market share in the 
lending space. 

● Geo-political Volatility and Operational Vulnerabilities: Geopolitical tensions 
and maritime trade disruptions pose a material threat to the MSME sector. These 
external shocks directly trigger raw material supply chain bottlenecks, inflate 
international freight costs, and sharply compress operating profit margins. Due 
to thin capital cushions, prolonged geoeconomic friction severely strains 
working capital cycles and elevates financial vulnerability across vulnerable 
industrial clusters.  

 
Segment Information 
 
The Company (LFL) operates in a single reportable segment i.e. financing, since the 
nature of the loans are exposed to similar risk and return profiles. There are no 
separate reportable segments dealing with operating segments. 

 
4. Business Outlook  

 
4.1 Business Model 

 
In FY 2025-2026 and going forward, Lendingkart has made a conscious shift in its 
business model and capitalisation as detailed below:  
 

- Shift from Off-book to On-book Model: This strategic change allows us to have 
greater control over our portfolio, reduce risks associated with off-balance-sheet 
transactions, and generate more predictable revenue streams.  

- Credit Rating Update: Our strong capitalization and strengthened financial profile 
led to a credit rating upgrade by CRISIL and ICRA to AA- for long-term facilities 
and A1+ for short-term facilities  

- Launching the Secured Lending product: To reduce inherent volatility in the 
Unsecured Business Loans product, Lendingkart will be venturing into Secured 
Lending and will be launching a Loan against Property product in FY27.  

- Strengthening Capital and Risk Management Practices: As part of our ongoing 
commitment to strengthening Lendingkart’s foundation, we are focused on raising 
additional capital and further fortifying our risk management and collections 
practices to improve portfolio quality. We are doing this by enforcing rigorous early 
warning mechanisms and proactively tightening policies to adapt to environmental 
changes. 
 



4.2 Driving Scalability through Technology  
 
Technology is a critical aspect of Lendingkart’s operations to support financial 
inclusion of MSMEs. Lendingkart utilizes a hybrid approach of proprietary analytical 
tools and machine learning based systems for credit underwriting, delivery and 
collections along with touchpoints for overall assessment. With increasing demand 
for seamless digital lending solutions, Lendingkart is committed to further invest in 
AI and machine learning technologies to refine the risk models and enhance 
customer experience. In pursuit of this objective, Lendingkart began a technology 
transformation exercise with an external vendor to revamp the technology platform 
and make it scalable, versatile and efficient. We aim to complete the exercise by 
March 2027.  
 
The DPDP compliance program is a strategic imperative for Lendingkart, ensuring 
we meet India's data protection obligations and build lasting trust with our 
Customers. We have kickstarted our journey with a comprehensive current-state 
assessment, targeting full compliance by May 2027 as required by regulations. 
Our roadmap focuses on implementing the key DPDP Act requirements: 
 
• Data Discovery & Mapping: Locating and classifying all personal data. 
• Consent & Rights Management: Deploying a robust consent platform and a 

Data Principal rights portal. 
• Data Lifecycle Management: Establishing clear mechanisms for retention, 

deletion, and breach management. 
 

4.3 Centralised Operations & Customer Service  
 

In order to unify our operations under a single, focused leadership, we formed a 
centralised Operations & Customer Service Department to support enhanced 
collaboration across functions through unified processes and priorities. This will lead 
to improved resource utilization, consistent performance metrics and governance for 
operational excellence and faster decision-making and execution, and better 
customer service driven by a common strategic direction. We are now seeing 
significant improvements in ensuring effective customer service. 99% of all customer 
complaints are resolved within TAT, Customer Satisfaction Score (CSAT) is at 
93.5% and NPS for new Disbursals is 82%. 
 
5. Risk Types and Mitigation Strategies 

 
5.1 Credit Risk 
 
Credit risk arises from potential losses due to borrowers or counterparties failing to 
meet contractual obligations, primarily from lending activities. In FY26, Lendingkart 
strengthened its credit monitoring framework by enhancing the credit assessment 
process of cash flow generations, Risk Gradings of the borrowers and usage of SME 



credit Scores. This was supplemented with mandatory field visits, more involved 
underwriting along with enhanced touch points with the borrower, KYC Checks, 
credit interviews, mandatory customer / business verifications, and significantly 
strengthening the collection & recovery infrastructure. 

 
5.2 Market Risk 
 
Market risk involves potential financial losses from adverse changes in market factors 
like interest rates, credit spreads, foreign exchange rates, etc. impacting earnings and 
capital. To mitigate this, Lendingkart diversifies its Lenders base to include funding 
from Banks, NBFCs, DFIs, AIF and Retail Investors and also its instrument of fund 
raising to include borrowings in form of Term Loans, NCD, Commercial Paper, 
Direct Assignment and Securitisation.  

 
5.3 Liquidity Risk 
 
Lendingkart's approach to managing liquidity is to ensure that it will have sufficient 
liquidity to meet its obligations including contractual debt repayment and support its 
growth aspirations. The Company has a Liquidity Risk Management Framework to 
review and monitor liquidity risk and ensure compliance with the prescribed 
regulatory requirement. LFL raised INR 447 crores of additional borrowings during 
FY26.  

 
6. Internal Controls Observations 

 
Lendingkart’s independent internal audit function ensures the reliability of its 
financial statements, regulatory compliances, and business operations. As part of its 
commitment to continuous operational excellence, Lendingkart proactively 
addresses deficiencies across its processes, regulatory frameworks, and internal 
business controls. During the financial year under review, no material deficiencies 
or adverse observations were reported by either the Statutory or Internal Auditors 
regarding these controls. 

 
7. Review of Operational Performance & Financial Performance 

 
7.1 Assets Under Management (AUM) and Disbursement Trends 

 
As of March 2026, Lendingkart’s Total Assets Under Management (AUM) stood at 

₹1,308 crore, down from ₹5,000 crore in March 2025. Disbursements for the year 

were ₹263 crore, compared to ₹1,855 crore in the previous year. This was primarily 
driven by exit of co-lending partners, rising portfolio delinquencies and a 
challenging environment for unsecured loans.  However, pursuant to capital 
infusion, credit policy changes and setting up of strong underwriting teams, growth 
in disbursals has seen increase from February 2026.  

 



7.2 Revenue and Profitability 
 

The reduction in disbursement and moderation in AUM including higher 
proportion of delinquent credit portfolio impacted the total revenue from 

operations, which stood at ₹327 Crores for the year from ₹867 Crores in previous 
year.  
 

Finance costs reduced to ₹186 crores in FY26 from ₹303 crores in FY25 primarily 
on account of lower average debt in line with lower AUM and incremental lower 
rate of borrowings post the credit rating upgrade in Q3’26. Credit cost reduced to 

₹290 crore in FY26 from ₹523 crore in FY25. Lendingkart also adopted several 

strategic initiatives to reduce operating expenses to ₹297 crs from 442 Cr in FY25. 
As such, excluding one-time/exceptional items, the entire revenue shortfall was 
offset by reduction in operating expenses and credit costs. As such, the reported 

loss for FY 26 was at ₹333 crs against ₹288 crs in FY25. 
  
 

7.3 Portfolio Asset Quality  
 

Our asset quality improved in FY26, with GNPA dropping to 3.81% (from 4.33% 
in FY25) and NNPA falling to 1.62% (from 2.37% in FY25). Hence, with the 
reduction in credit costs and the measures undertaken to enhance portfolio quality, 
combined with strategic initiatives to strengthen the collection framework and 
reduce operating costs, we expect to create the foundation for an improved, cost 
effective and sustainable financial performance in the long term. However – 
headwinds related to co-lending portfolios and credit guarantee schemes are likely 
to persist in near future too..  

 
7.4 CRAR 
 
LFL received infusion of Rs 361 crore of capital during the financial year ended 
March 31, 2026. Consequently, the Capital to Risk-Weighted Assets Ratio (CRAR) 
stood at a healthy 79.61%, well above the regulatory mandate of 15% and higher 
than the 35.65% in FY25, reflecting a secure and sustainable financial position. This 
surplus capital ensures compliance with regulatory requirements, creates risk 
absorption capacity and provides considerable headroom to expand our loan 
portfolio. 

 
8. Our People 

 
As of March 2026, Lendingkart Group employees strength stood at 846 (including 
145 offroll employees) from 1224 employees (including 435 offroll employees) in 
the previous year. Our employees are the driving force behind our success in MSME 
lending. Through various engagement and enablement programs, we actively 
nurture talent. Our inclusive culture promotes continuous learning, ensures equal 



opportunities for all genders, and supports unbiased growth enabling us thrive in a 
competitive market.  

 
Lendingkart is making a clear pivot towards focusing on the pillars of quality, 
profitability, and sustainable growth. While growth remains central to our vision, we 
recognize the need to build more resilient and sustainable practices that will drive 
profitability and ensure long-term success. Our priority is to continue to grow 
responsibly to secure sustainable profitability. 
































































































































































































































































































































































