
fINANCIAL SERVICES BUSINESS
Overview
L&T Finance Holdings Ltd. (LTFH) is the holding Company 
for the financial services business of the Larsen & Toubro 
Group. It is one of India’s most diversified NBFCs, having a 
strong presence across lending and investment management 
businesses. LTFH was incorporated in 2008 and in 2011, it 
went on to become a public-listed company. Headquartered in 
Mumbai, LTFH has a strong network of branches and dealers 
across India catering to the business requirements of a 99 
lakh+ customer base across core businesses as given below:

•	 Retail Finance (farm equipment finance, two-wheeler 
finance, micro loans, consumer loans, home loans, loans 
against property and small & medium enterprise loans)

•	 Wholesale Finance (infrastructure finance and real  
estate finance)

•	 Investment Management

RETAIL fINANCE

Retail became the largest lending segment for LTFH in 
FY 2021-22 with 51% share in the entire loan book. 
Additionally, the collection efficiencies have surpassed the 
pre-COVID-19 levels.

farm

While the industry de-grew by 6% y-o-y, LTFH performed 
relatively well through a focus on preferred dealer and OEM 
strategy and enhanced focus on customer retention through 

Kisan Suvidha Loans. LTFH maintained its leading position with 
a stable market share of 15%. The collection efficiency of LTFH 
at 94% in March 2022, continues to remain the highest in the 
industry and has surpassed the pre-COVID-19 levels.

Two-wheelers

Despite the industry de-growth of 11% y-o-y, LTFH 
maintained its leading position with a stable market share 
of 11% on the back of extensive use of analytics, capturing 
higher counter shares amongst dealers, focusing on 
financially prudent customers, increasing finance penetration 
to provide sustainable future growth and by providing the 
best-in-class turnaround time of 45 seconds on loan sanction.

Micro Loans

In FY 2021-22, the Micro Loans business registered healthy 
volumes driven by normalised collections and better-than-
industry asset quality. Strategic initiatives like product-focused 
set targets and new product launch helped clock the highest 
ever quarterly disbursements of ¢3,881 crore. LTFH increased 
its focus on retaining customers with an excellent repayment 
track record with a share of repeat customers at 55% in Q4 
FY 2021-22 through loan products like Vishwas Loans and 
Pragati Loans. The Company continued to deepen channel 
presence in states like Bihar, Punjab and Karnataka and 
increased geographic diversification by addition of a new 
state of Rajasthan. Enhanced focus on collections during 
the year backed by data analytics led to collection efficiency 
reaching 99.6% during March 2022.

Farm Equipment Finance
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Consumer Loans

Consumer Loans is LTFH’s first Digital Native product. It 
is an entirely digital proposition, with no-touch sourcing 
and instant decisioning. The whole process of login to 
disbursement takes less than 30 minutes, which is the USP of 
the Company in the market. It was launched as part of cross 
sell strategy to existing two-wheeler customers and recently it 
made an entry into the Education Loan sector. The Company 
aims to build a sustainable quality portfolio backed by a 
robust underwriting framework and leveraging digital and 
analytics which enabled Collection Efficiency in this portfolio 
reaching ~99.7% in March 2022.

Home Loans

LTFH focuses on the Home Loan market through its presence 
in 17 locations across India. A digital lending model coupled 
with paperless sanction of home loan to salaried customers, 
led to a unique offering that helped in quick turnaround of 
proposals. During the year, the contribution of Home Loans 
as a part of total retail housing disbursements has increased 
from 85% in FY 2020-21 to 96% in FY 2021-22.

LTFH re-initiated disbursements in Self-Employed Non-
Professional (SENP) and Loan Against Property (LAP) segments 
with revamped market offerings through Direct Selling 
Agents sourcing towards the latter part of the year.

WHOLESALE fINANCE

Infrastructure finance

LTFH continues to be one of the leading players in the 
infrastructure finance business (with a special focus on 
Renewable, Roads and Transmission lines). The Company 
continued concentrating on projects with strong sponsors 
and off-takers with a proven track record. 

LTFH’s funded road annuity projects are receiving timely 
payments from NHAI. Toll collections rebounded in FY 
2021-22 from the impact of COVID-19 pandemic influenced 
lockdowns in FY 2020-21. 

Consequent to the merger of L&T Infrastructure Finance 
Company Limited with L&T Finance Limited, RBI has advised 
LTFH to take steps to convert the IDF – NBFC business to 
an NBFC – Investment and Credit Company (NBFC – ICC). 
Accordingly, L&T Infra Credit Limited has applied to the 
Reserve Bank of India (RBI) for conversion to an NBFC – ICC. 

Real Estate

LTFH continued its strategy of focus on tranche disbursements 
to existing projects to ensure construction is not stalled. 
The emphasis was laid on rigorous portfolio monitoring 
for identification and implementation of corrective action 
plan. Continued focus on completion of existing Real Estate 
projects which resulted in re-payments / prepayments of over 
¢ 3,000 crore in FY 2021-22.

INVESTMENT MANAGEMENT

LTFH announced the stake sale of its mutual fund business in 
December 2021. The transaction is expected to be effected 
post receipt of regulatory approval.

Business Environment
The Indian economy reverted to growth mode in FY 2021-22 
after a decline in FY 2020-21. Just as the economic revival 
was seen in the latter part of first half of FY 2021-22, the 
second half of FY 2021-22 again faced another wave of the 
COVID-19 variant, though the adverse impact was limited. 

Housing Finance
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However, private consumption spending, especially in the 
rural belts continued to stay weak throughout FY 2021-22, 
led by an uneven monsoon, weak non-farm employment 
generation and unfavourable terms of trade for farmers. 

India’s Consumer Price Index (CPI) based inflation averaged at 
5.5% in FY 2021-22 versus 6.2% in the corresponding period 
of the previous year. While softening of food prices provided 
some relief, the hardening of crude oil prices presented a 
major headwind to the inflation outlook. 

The Indian financial sector remained fully functional during 
FY 2021-22 and anchored the process of economic recovery. 
However, in the last quarter of FY 2021-22, the post-
pandemic recovery of Indian economy was partially affected 
by the disruption caused by the war in Ukraine and the 
consequent economic sanctions on Russia, which are likely to 
reduce global growth and push up inflation. 

The regulatory environment saw lot of changes with the RBI 
issuing multiple guidelines for harmonising policies between 
all lending institutions. 

To strengthen supervision over NBFCs, the RBI introduced scale-
based regulation and revised Non Performing Assets (NPA) 
recognition and upgradation norms during October 2021.

The RBI tightened NBFC asset classification norms by issuing 
guidelines on Income Recognition, Asset Classification 
and Provisions (IRACP) .The revised norms prescribed the 
classification of Special Mention Account (SMA) and NPA on a 
day-end position basis and upgrade from an NPA to standard 
category only after clearance of all outstanding overdues.

Further, the RBI brought in the Prompt Corrective Action 
(PCA) framework, which was aimed at increasing market 
discipline among non-bank players and align the regulations 
at par with those of banks.

Significant Initiatives
During FY 2021-22, along with addressing the challenges 
posed by the COVID-19 pandemic, the business focused 
on retailisation, sustainability of performance with steady 
margins, improving asset quality and building a strong 
liability franchise. The specific focus for the year was on the 
following areas:

A) New Retail products 

LTFH scaled up its first ’Digitally Native‘ Product-Consumer 
Loans (¢2,254 crore disbursement in FY 2021-22) at a rapid 
pace and launched a pilot for a new product - Small and 
Medium Enterprise Loans (SME loans) in Q3 FY 2021-22. The 
SME products are aimed at addressing the financing needs of 
the professionals (mainly doctors and chartered accountants) 
and specific industries which have shown resilience during 
successive waves of COVID-19. 

B) Proactive Liability Management and 
Diversification of Borrowings

In FY 2021-22, LTFH leveraged its strong liability franchise 
to further reduce its weighted average cost of borrowing 
(WAC). This was done through renegotiation of interest rates 
on existing borrowings, prepayment of high-cost borrowings 
and raising of long-term low-cost borrowings such as Priority 
Sector Loans (PSL) as well as Sustainability Linked Loan (SLL). 
The yearly WAC reduced by 58 bps from 8.08% for FY 2020-
21 to 7.50% for FY 2021-22 helping to achieve the lowest 
ever yearly WAC.

The Liquidity Coverage Ratio (LCR) guidelines announced by 
the RBI came into effect from December 2020. As a prudent 
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practice, LTFH has been maintaining LCR ratios well above the 
regulatory required ratios.

The Company continued to capitalise on the low interest 
rate environment in FY 2021-22 and has been able to 
lock-in long-term low-cost funding. It raised long-term 
borrowing of ¢15,293 crore in FY 2021-22 with an average 
maturity of 3.22 years.

C) Digital Initiatives

LTFH launched UPI based payments which amplified the 
customer experience alongside easing the collection efforts.

Major Achievements
LTFH launched a Direct-to-Consumer (D2C) mobile 
application named ‘LTFS Planet’ (Personalised Lending and 
Assisted NETworks) to fulfil the objectives of:

•	 Sourcing for onboarding customers directly through 
lead generation, end-to-end digital workflows, digital 
partnerships and e-aggregators

•	 Increasing upsell and crosssell across businesses, thus 
resulting in enhanced customer engagement 

•	 Digital collections and servicing, thereby reducing 
branch/call centre dependency and converting the non-
mandate customers

•	 Providing insights on customer behaviour based on the 
deep tech and data analytics 

During the year, LTFH’s AAA rating was reaffirmed by all four 
rating agencies – CRISIL, ICRA, CARE and India Ratings. Also, 

in August 2021, ICRA changed its rating outlook for the 
Company to ’AAA/Stable‘ from ’AAA/Negative’.

Outlook
At the end of FY 2021-22, risks to India’s economic growth 
have shifted from the COVID-19 pandemic to geopolitics, 
elevated crude oil prices and interest rate hikes by the US 
Federal Reserve. 

While economic growth in FY 2022-23 will be driven by 
another year of normal monsoons, higher public investment 
and private capex in select pockets supported by the 
Government’s PLI scheme, there will be headwinds from the 
global economic slowdown and higher commodity prices, 
especially oil.

Bond yields and bank interest rates will rise at a faster pace 
because of adverse spill overs from the actions of global 
central banks, higher market borrowings by the Central and 
State Governments and inflation risks. 

LTFH plans to be a top-class, digitally-enabled retail finance 
company moving from a ‘product-focused’ to a ‘customer-
focused’ approach, thereby creating a Fintech @ Scale. LTFH 
with a CRAR of 23% is well poised to leapfrog into this next 
phase of growth through vectors like continued product 
excellence, cross sell and upsell to existing good customers, 
geographical expansion, launch of new products and App & 
Digital-based channel expansion.

Infrastructure Finance
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The segment’s revenue declined by 10.7% y-o-y at ¢11,971 
crore for FY 2021-22 due to targeted reduction in the 
wholesale loan book.

With easing of the pandemic and resumption of normalcy 
in economic activity, disbursal of fresh Loans and Advances 
grew by 31% y-o-y at ¢37,202 crore for the year ended 
March 31, 2022. The Loan Book stood at ¢88,341 crore 
as at March 31, 2022 registering a decline of 6% over the 
previous year, reflecting a cautious lending approach, focus 
on collections, portfolio sell down and a phased liquidation 
of the de-focused business book. The Net Interest Margins 

The Gross Non-Performing Assets (GNPA) ratio improved to 
3.80% as at March 31, 2022 from 4.97% as at March 31, 
2021. Net NPA ratio has increased to 2% as at March 31, 
2022 against 1.57% as on March 31, 2021, with one large 
value account being classified as NPA during the year.

The Financial Services business entered into a definitive 
agreement with HSBC Asset Management (India) Private 
Limited (“HSBC AMC”) to sell its stake in the Asset 
Management Company (L&T Investment Management), 
subject to regulatory approvals. Average Assets Under 
Management (AAUM) in the Investment Management 
business is at ¢75,592 crore.
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Micro Loans

financial Performance of the Segment

The Financial Services segment comprises Rural, Infrastructure 
and Housing Finance. 

(NIM) including fee income improved from 6.95% to 7.84% 
mainly due to the increase of share of rural portfolio, higher 
fee income and reduced cost of borrowings.
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