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Key Financial & Operating Metrics (Consolidated)  
In INR mn Interest Income YoY (%) NIM PAT EPS ROE ROA  

FY22 7808.45 34.66 5.53 1819.38 12.78 11.69 2.67 
FY23 11483.88 47.07 6.48 2422.14 17.02 13.87 2.80 
FY24 17121.12 49.09 8.33 3176.93 22.32 20.84 3.01 

Northern Arc Capital Limited 
September 16, 2024 

Northern Arc Capital is a diversified financial services platform set up primarily with 
the mission of catering to the diverse retail credit requirements of the under-served 
households and businesses in India. Northern Arc Capital has facilitated financing of 
over ₹1.73 trillion that has impacted over 101.82 million lives across India, as of 
March 31, 2024. Northern Arc Capital has one of the lowest industry-wide credit costs 
amongst diversified NBFCs in India, as of March 31, 2024. Northern Arc Capital caters 
to this retail credit market through a multi-channel approach that includes: (i) extend-
ing financing from its balance sheet, to originator partners in the form of loans or 

investment in their debt to enable on-lending to the retail customer (Intermediate Retail Lending) and 
directly to under-served households and businesses (Direct to Customer Lending), with AUM of 
₹117,100.19 million across 671 districts, 28 states, and seven union territories in India, as of March 31, 
2024; (ii) enabling credit for its originator partners through various financing products (Placements), with 
aggregate Placements volume of ₹1,019,038.92 million, as of March 31, 2024; and (iii) managing debt 
funds and providing portfolio management services (Fund Management), with aggregate fund deployed 
of ₹120,785.58 million across 10 alternate investment funds (AIFs) and three portfolio management 
service (PMS) funds, as of March 31, 2024.   
  
Investment Rationale: 
Large addressable and underpenetrated market with strong sectoral expertise:   

 By leveraging the company’s diversified business model and proprietary technology product suite 
customised to multiple sectors, it has, over the last 15 years, developed strong sectoral expertise in 
enabling credit across its focused sectors: MSME, MFI, consumer finance, vehicle finance, affordable 
housing finance and agriculture finance.  

 More recently, it has strengthened its retail MSME outreach by introducing, loan against property 
(LAP) financing in Fiscal 2022, and supply chain finance in FY23.  

 Its LAP financing provides secured business loans directly to MSMEs through 50 branches, as of 
March 31, 2024. Its technology-driven supply chain financing business offers financing solutions to 
various participants within the enterprises’ supply chain network.  

 In addition, it incorporated its dedicated rural finance partner subsidiary, Pragati, in Fiscal 2021, 
which acts as a business correspondent and serves rural and semi-urban areas through which the 
company provides small ticket loans through a digital platform and aims to be a one-stop lending 
solution for rural borrowers.   

 
Northern Arc Capital has the lowest GNPA and NNPA in FY24 amongst the compared peers:   

 As of Fiscal 2024, Northern Arc Capital has the lowest GNPA at 0.45% followed by Bajaj Finance 
(1.05%) among peers. Northern Arc Capital has credit cost of 0.47% as of fiscal 2023 and credit cost of 
1.18% as of fiscal 2024.  

 Further, Northern Arc Capital has one of the lowest Industry-wide credit costs amongst diversified 
NBFCs in India, as of March 31, 2024.   

 
Diversified sources of funding for own deployment and proactive liquidity management:  

 The company maintains a well-diversified funding profile that is underpinned by its established rela-
tionships with its lenders and investors, proactive liquidity management system and strong credit 
rating. Its diversified base of lenders (including various banks, offshore financial institutions and 
NBFCs) and investors provide it a strong base for increased funding.  

 In addition, it has also conducted 12 rounds of equity fund raises (including issuances of CCPS) in the 
last 11 Fiscals which has allowed it to benefit from the capital sponsorship of a marquee set of equity 
investors which include impact focused funds and a global systemically important bank. It has also 
been able to service its debt obligations during challenging industry and macro-economic events and 
credit cycles for NBFCs.   

 
Valuation and Outlook: The company currently has AUM of INR 117,100.19 million in FY24 which grew 
29.99% YoY. The net interest income was INR 8,637.07 in FY24 which grew from INR 5,461.19 million in 
FY23. The Yield on assets minus Average Cost of Borrowings (Spread) was 7.53% in FY24 and 5.89% in 
FY23. Northern Arc Capital had the lowest GNPA of 0.45% and NNPA of 0.08%, as of FY24. The compa-
ny’s ROA was 2.97% in FY24. The company plans to expand its footprint to better reach and serve under-
served households and businesses in its focused sectors in India by: (i) adding to and strengthening its 
origination channels, i.e., by on-boarding new Originator Partners onto its platform and financing the 
debt capital requirements for the growth of its Originator Partners, and on-boarding new Retail Lending 
Partners who can help it reach more Direct to Customer Borrowers; and (ii) increasing the use of as well 
as scale and leverage its in-house technology and data enabled products and platforms. It also plans to 
add more products on its AltiFi platform to offer full scale wealth management services comprising prod-
ucts across savings, investments (such as listing of commercial papers, fixed deposits and mutual funds) 
and insurance, which will help in broadening its coverage of retail investors as well. We recommend to 
subscribe to the issue as the issue is attractively priced given the company’s growth with healthy credit 
metrics over the past,  ability to raise capital from marquee investors and grow the loan book, post issue 
we expect the company to retain credits costs and growth rates coupled with healthy return ratios. 
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Northern Arc Capital is a diversified financial services platform set up primarily with the mission of catering to the diverse retail credit requirements of 
the under-served households and businesses in India. Northern Arc Capital has facilitated financing of over ₹1.73 trillion that has impacted over 101.82 
million lives across India, as of March 31, 2024. Northern Arc Capital has one of the lowest industry-wide credit costs amongst diversified NBFCs in India, 
as of March 31, 2024. Northern Arc Capital caters to this retail credit market through a multi-channel approach that includes: (i) extending financing 
from its balance sheet, to originator partners in the form of loans or investment in their debt to enable on-lending to the retail customer (Intermediate 
Retail Lending) and directly to under-served households and businesses (Direct to Customer Lending), with AUM of ₹117,100.19 million across 671 dis-
tricts, 28 states, and seven union territories in India, as of March 31, 2024; (ii) enabling credit for its originator partners through various financing prod-
ucts (Placements), with aggregate Placements volume of ₹1,019,038.92 million, as of March 31, 2024; and (iii) managing debt funds and providing 
portfolio management services (Fund Management), with aggregate fund deployed of ₹120,785.58 million across 10 alternate investment funds (AIFs) 
and three portfolio management service (PMS) funds, as of March 31, 2024.  
 
Sector-wise break-up of Gross Transaction Volume (GTV) for the Fiscals indicated:  

Industry Overview: 
 
The NBFC sector has, over the years, evolved considerably 
in terms of size, operations, technological sophistication, 
and entry into newer areas of financial services and prod-
ucts. The number of NBFCs as well as the size of the sector 
have grown significantly, with a number of players with 

heterogeneous business models starting operations. The increasing penetration of neo-banking, digital authentication, and mobile phone usage as well 
as mobile internet has resulted in the modularization of financial services, particularly credit. Overall NBFC credit during Fiscals 2020 to 2024, witnessed 
a CAGR of around 12% which was majorly led by retail segment which accounts for around 48% of overall NBFC credit and witnessed a CAGR of around 
15%, while NBFC non-retail credit witnessed a growth of around 9% during the fiscals. Going forward, growth in the NBFC retail segment is expected at 
16-18% CAGR between Fiscals 2024-2026 which will support overall NBFC credit growth, with continued focus on the retail segment and multiple players 
announcing plans to reduce wholesale exposure. The retail segment’s market share is expected to rise further to 48% by end of Fiscal 2025 and remain 
around 48.5% in Fiscal 2026. 
 
Under-served households and businesses represent a significant proportion of India’s population that faces challenges in obtaining credit due to reasons 
such as a lack of credit history and the inability to provide collateral. Government initiatives such as Pradhan Mantri Jan-Dhan Yojana (PMJDY), Aadhaar, 
and widespread digitization (referred collectively as the ‘JAM Trinity’) have expanded the formal financial inclusion for underserved Indian population. 
Additionally, the widespread availability of affordable data and digital disruption has transformed the financing landscape in India. NBFCs have generally 
been able to address this opportunity on account of their strong origination skills, extensive reach, better customer service, faster processing, stream-
lined documentation requirements, digitization of customer on-boarding process, customized product offerings, local knowledge, and differentiated 
credit appraisal methodology. The rapid evolution of fintechs over the last few years has added another dimension to the market served by NBFCs and 
has fuelled rapid growth across the landscape. NBFCs have consistently gained or maintained market share across most asset classes over the last few 
years. Though, in certain segments such as housing finance to prime customers, they have lost market share to banks due to the decline in market inter-
est rates. In the gold loans market, NBFCs slightly lost market share in Fiscal 2022 due to increasing focus of banks (both public and private) towards gold 
loans as well as RBI permitting banks to offer gold loans at a higher loan-to-value amidst the COVID-19 pandemic. Nevertheless, NBFCs continue to have 
a healthy market share across other segments.  

 

Housing finance accounts for third highest share in overall NBFC credit 
as of Fiscal 2024  
 

As of Fiscal 2024 infrastructure financing accounts for the highest share in NBFC credit (24%), which was followed by MSME loans which account for 21% 
share of overall NBFC credit. Housing finance accounted for third highest share in overall NBFC credit outstanding with 16% share in overall NBFC credit. 

Credit penetration in India:  

Share of retail credit in total NBFC credit to grow to 48% by 

end of FY25 and expected to reach 48.5% in FY26  

Northern Arc Capital Limited 
September 16, 2024 
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Investment rationale:  
 
Large addressable and underpenetrated market with strong sectoral 
expertise: By leveraging the company’s diversified business model and 
proprietary technology product suite customised to multiple sectors, it has, over the last 15 years, developed strong sectoral expertise in enabling credit 
across its focused sectors: MSME, MFI, consumer finance, vehicle finance, affordable housing finance and agriculture finance. It has been operating in 
the MSME, MFI and consumer finance sectors for over 14 years, 15 years and nine years, respectively. More recently, it has strengthened its retail 
MSME outreach by introducing, loan against property (LAP) financing in Fiscal 2022, and supply chain finance in FY23. Its LAP financing provides secured 
business loans directly to MSMEs through 50 branches, as of March 31, 2024. Its technology-driven supply chain financing business offers financing solu-
tions to various participants within the enterprises’ supply chain network. In addition, it incorporated its dedicated rural finance partner subsidiary, 
Pragati, in Fiscal 2021, which acts as a business correspondent and serves rural and semi-urban areas through which the company provides small ticket 
loans through a digital platform and aims to be a one-stop lending solution for rural borrowers. Further, it offers a comprehensive portfolio of products 
and services in the consumer finance sector, including consumer durable loans, cash or personal loans, salary advance loans and buy-now-pay-later 
financing, through both online and offline channels as well as in collaboration with its Retail Lending Partners. 
 
Northern Arc Capital has the lowest GNPA and NNPA in FY24 amongst the compared peers: As of Fiscal 2024, Northern Arc Capital has the lowest 
GNPA at 0.45% followed by Bajaj Finance (1.05%) among peers. As of Fiscal 2024, Northern Arc has the lowest NNPA among peer at 0.08% followed by 
Credit Access Grameen (0.35%). In terms of credit cost, Poonawala Fincorp has lowest credit cost as of Fiscal 2024 among the peer for which data is 
available at 0.35% followed by Five Star Business (0.55%). Northern Arc Capital has credit cost of 0.47% as of fiscal 2023 and credit cost of 1.18% as of 
fiscal 2024. Further, Northern Arc Capital has one of the lowest Industry-wide credit costs amongst diversified NBFCs in India, as of March 31, 2024.  

 
Diversified sources of funding for own deployment and proactive liquidity man-
agement: The company maintains a well-diversified funding profile that is under-
pinned by its established relationships with its lenders and investors, proactive 
liquidity management system and strong credit rating. Its diversified base of lend-
ers (including various banks, offshore financial institutions and NBFCs) and inves-
tors provide it a strong base for increased funding. In addition, it has also conduct-
ed 12 rounds of equity fund raises (including issuances of CCPS) in the last 11 
Fiscals which has allowed it to benefit from the capital sponsorship of a marquee 
set of equity investors which include impact focused funds and a global systemi-
cally important bank. It has also been able to service its debt obligations during 
challenging industry and macro-economic events and credit cycles for NBFCs. It 
has demonstrated the ability to improve its borrowing costs, even in environ-
ments characterized by rising interest rates in recent years. Further, the company 
has adopted an asset/ liability management policy which requires it to monitor 
and manage interest rate and liquidity risks, from time to time.  

NBFC credit to grow faster than systemic credit between FY24 and 
FY26 

Set forth are details of the NBFCs loan outstanding size in terms of AUM and 
growth along with key growth drivers of each of the focused sectors:  

Northern Arc Capital Limited 
September 16, 2024 
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This has enabled it to maintain a positive asset liability management (ALM) position with no cumulative negative mismatches (in the maturity bucket for 
the period of up to one year), in line with its ALM policy, as of the last three Fiscals. It reduces the interest rate mismatch while maintaining sufficient 
liquidity to comply with the LCR norms by investing in low risk, liquid investments such as short-term treasury bills.  
 
Track record of consistent and resilient performance: Northern Arc has achieved consistent growth in its business and financial performance as well 
as demonstrated resilience through various business cycles and events, including rising interest rates, the COVID-19 pandemic, demonetisation, natural 
disasters, and other socio-economic disruptions. 
 
The table below sets out certain key operational and financial parameters as of and for the Fiscals indicated:  

 
Valuation and outlook: The company 
currently has AUM of INR 117,100.19 
million in FY24 which grew 29.99% YoY. 
The net interest income was INR 
8,637.07 in FY24 which grew from INR 
5,461.19 million in FY23. The Yield on 
assets minus Average Cost of Borrowings 
(Spread) was 7.53% in FY24 and 5.89% in 
FY23. Northern Arc Capital had the low-
est GNPA of 0.45% and NNPA of 0.08%, 
as of FY24. The company’s ROA was 
2.97% in FY24. The company plans to 
expand its footprint to better reach and 
serve underserved households and busi-
nesses in its focused sectors in India by: 
(i) adding to and strengthening its origi-
nation channels, i.e., by on-boarding new 
Originator Partners onto its platform and 
financing the debt capital requirements 
for the growth of its Originator Partners, 
and on-boarding new Retail Lending 

Partners who can help it reach more Direct to Customer Borrowers; and (ii) increasing the use of as well as scale and leverage its in-house technology 
and data enabled products and platforms. It also plans to add more products on its AltiFi platform to offer full scale wealth management services com-
prising products across savings, investments (such as listing of commercial papers, fixed deposits and mutual funds) and insurance, which will help in 
broadening its coverage of retail investors as well. We recommend to subscribe to the issue as the issue is attractively priced given the company’s 
growth with healthy credit metrics over the past,  ability to raise capital from marquee investors and grow the loan book, post issue we expect the com-
pany to retain credits costs and growth rates coupled with healthy return ratios. 
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Peer Comparison 
 Assets Under Management  
Players FY22 FY23 FY24 CAGR (FY22-FY24) 
 MSME 
Five Star Business Finance Limited 50.7 69.1 96.4 37.90% 
SBFC Finance Private Limited 31.9 49.4 68.2 46.24% 
 MFI 
Credit Access Grameen Limited 137.3 210.3 267.1 39.49% 
Fusion Microfinance Private Limited 66.5 93 114.8 31.37% 
 Diversified 
Bajaj Finance Limited 1,467.40 1,810.00 2,448.30 29.17% 
Cholamandalam Investment and Finance Company Limited 769.1 1,065.00 1,455.70 37.58% 
Poonawala Fincorp Limited 165.8 161.4 250 22.80% 
MAS Financial Services Limited 62.5 80.9 101.3 27.29% 
 Summary 
Total of MSME Lenders 82.6 118.6 164.6 41.18% 
Total of MFI Lenders 203.9 303.3 381.9 36.86% 
Total of Diversified Lenders 2,464.80 3,117.30 4,255.30 31.39% 
Total of all the above lenders 2,751.20 3,539.20 4,801.80 32.11% 
Northern Arc Capital 71.1 90.1 117.1 28.35% 

Particulars 
GNPA (%) NNPA (%) Credit Cost (%) 

FY22 FY23 FY24 FY22 FY23 FY24 FY22 FY23 FY24 
 MSME 
Five Star Business Finance Limited 1.05% 1.36% 1.38% 0.68% 0.69% 0.63% - 0.28% 0.55% 
SBFC Finance Limited 2.74% 2.43% 2.43% 1.63% 1.41% 1.36% - - 0.73% 
 MFI 
Credit Access Grameen Limited 3.12% 1.21% 1.18% 0.94% 0.35% 0.35% 3.45% 2.45% 1.84% 
Fusion Microfinance Private Limited 5.70% 3.46% 2.89% 1.60% 0.87% 0.60% - 2.41% 3.47% 
 Diversified 
Bajaj Fi-nce Limited 2.02% 1.19% 1.05% 0.85% 0.43% 0.46% - - - 
Cholamandalam Investment and Finance Company Ltd. 6.80% 4.60% 3.54% 4.70% 3.10% 2.32% 1.15% 0.88% 0.98% 
Poonawala Fincorp Limited 3.29% 1.44% 1.16% 1.30% 0.78% 0.59% - -0.97% 0.35% 
MAS Financial Services Limited 2.28% 2.15% 2.25% 1.70% 1.52% 1.51% 0.62% 0.75% 1.07% 
 Summary 
Average of MSME lenders 1.90% 1.90% 1.91% 1.16% 1.05% 1.00% - - 0.64% 
Average of MFI lenders 4.41% 2.34% 2.04% 1.27% 0.61% 0.48% - 2.43% 2.66% 
Average of Diversified lenders 3.60% 2.35% 2.00% 2.14% 1.46% 1.22% - 0.22% 0.80% 
Average of all the above lenders 3.38% 2.23% 1.99% 1.68% 1.14% 0.98% - - - 
Northern Arc Capital 0.50% 0.77% 0.45% 0.21% 0.40% 0.08% 0.55% 0.47% 1.18% 

ROA 

Peers FY22 FY23 FY24 

Five Star Business Finance Limited - 8.48% 8.37% 

SBFC Finance Limited - - 3.68% 

Credit Access Grameen Limited 2.93% 5.06% 5.88% 

Fusion Microfinance Private Limited - 4.66% 4.81% 

Bajaj Finance Limited 1.63% 2.19% 2.63% 

Cholamandalam Investment and 
Finance Company Limited 

2.80% 2.77% 2.53% 

Poonawala Fincorp Limited - 3.92% 10.02% 

MAS Financial Services Limited 2.85% 2.84% 2.95% 

Northern Arc Capital Ltd. 2.60% 2.73% 2.97% 

Name of company Revenue EPS (Diluted) P/E P/B 

Northern Arc Capital Ltd. 18,900.84 23.4 11.78 2.22 

Listed peers     

Five Star Business Finance  
Limited  

21,828.47 28.39 26.49 4.2 

SBFC Finance Limited 10,186.40 2.3 36.52 3.2 

Credit Access Grameen 
Limited 

51,666.70 90.41 14.15 3.1 

Fusion Micro Finance Lim-
ited 

23,167.30 50.11 6.23 1.1 

Bajaj Finance Limited   5,49,694.90 235.98 32.55 3.19 

Cholamandalam Investment 
and 
Finance Company Limited 

1,91,396.20 41.06 38.38 6.8 

Poonawalla Fincorp Limited 31,090.10 21.63 18.68 3.8 

MAS Financial Services Ltd. 12,791.60 15.31 18.55 2.6 
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Key Ratios  

Y/E (INR mln) FY22 FY23 FY24 

Growth Ratio    

Net Sales Growth(%) 33.53% 47.07% 49.09% 

PAT Growth(%) 137.54% 33.13% 31.16% 

Margin Ratios    

PBT 31.81 27.97 24.54 

PAT 23.3 21.09 18.56 

Yield on advances 5.34 5.89 7.53 

NIM 5.53 6.48 8.33 

Return Ratios    

ROA  2.67 2.80 3.01 

ROE 11.69 13.87 20.84 

Effeciency Ratios    

Total Debt/Equity(x) 3.48 3.63 3.90 

Cost of borrowing 0.21 0.47 1.18 

CRAR 22.79 20.77 18.26 

Valuation Ratios    

P/E 6.49 4.88 11.78 

P/B 0.65 0.58 0.49 

Asset Quality    

GNPA 0.5 0.77 0.45 

NNPA 0.21 0.4 0.08 

Cash Flow  

Y/E (INR mn) FY22 FY23 FY24 

Profit Before Tax 2483.89 3212.26 4202.36 

Adjustment -3367.52 -5849.31 144.68 

Changes In working Capital -15477.03 -19379.72 -769.93 

Cash Flow after changes in Working 
Capital 

-16360.66 -22016.77 -150.83 

     Tax Paid -2423.50 -860.42 -5263.60 

Cash From Operating Activities -13255.02 -12956.54 -21344.45 

Cash Flow from Investing Activities -3855.19 -1194.71 360.45 

Cash from Financing Activities 20281.19 9279.53 20454.61 

Net Cash Inflow / Outflow 3170.98 -4871.72 -529.39 

Opening Cash & Cash Equivalents 3980.76 7151.74 2323.40 

Closing Cash & Cash Equivalent 7151.74 2323.40 1794.01 

Balance Sheet  

Y/E (INR mn) FY22 FY23 FY24 

Source of funds    

Equity Share Capital 1715.54 1716.78 1720.31 

Reserves 15675.24 17837.49 21423.54 

Total Share holders funds 17390.78 19554.27 23140.32 

Debt Securities 13,435.97 12,243.16 14,137.25 

Borrowings (Other than debt 
securities) 

45,994.26 57,702.99 76,340.31 

Derivatives 29.87 22.76 64.38 

Total Liabilities 79,741.16 93,715.72 1,17,076.59 

Application of funds    

Loans 52087.56 68886.06 92095.89 

Investments 17657.51 17627.34 17807.05 

Derivative financial instru-
ments 

15.19 610.48 548.19 

Other financial assets 696.52 505.90 839.15 

Total financial assets 78,673.80 92,141.91 115621.21 

Total Assets 79,741.16 93,715.72 1,17,076.59 

Income Statement  

Y/E (INR mn) FY22 FY23 FY24 

Interest Income 7,808.45 11,483.88 17,121.12 

Fees and commission income 860.45 856.16 849.28 

Net gain on fair value changes 426.49 506.25 456.19 

Net gain on derecognition of financial 
instruments 

- 203.42 474.25 

Total Revenue 9,095.39 13,068.00 18,900.84 

Expenses:    

Finance Costs 4106.72 5574.49 7,263.85 

Fees and commission expense 527.32 1214.20 2208.19 

Impairment on financial instruments 365.09 392.14 1224.38 

Employee Cost 979.42 1489.25 2416.08 

Total Expenses 6,681.56 9,881.02 14,848.25 

Depreciation 95.76 120.44 169.44 

Other Income 70.06 62.29 159.49 

PBT  2,483.89 3,212.25 4,202.36 

PAT 1,819.38 2,422.14 3,176.93 

EPS 12.78 17.02 22.32 
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Analyst holding in stock: NO  

 
 
 

Disclaimer 

Key to SMIFS Investment Rankings  

Buy: Return >15%, Accumulate: Return between 5% to 15%, Reduce: Return between -5% to +5%, Sell:  Return < -5% 

 

Contact us: 

SMIFS Limited. (https://www.smifs.com/) 

Compliance Officer:  

Sudipto Datta,  

5F Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India. 

Contact No.: +91 33 4011 5401 / +91 33 6634 5401 

Email Id.: compliance@smifs.com 

 
Mumbai Office:  

206/207, Trade Centre, Bandra Kurla Complex (BKC), Bandra East, Mumbai – 400051, India  

Contact No.: (D) +91 22 4200 5508, (B) +91 22 4200 5500 

Email Id: institutional.equities@smifs.com 

 
Kolkata Office:  

Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India. 

Contact No.: (D) +91 33 6634 5408, (B) +91 33 4011 5400 

Email Id: smifs.institutional@smifs.com 
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