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India is witnessing a profound structural transformation in its economic landscape . Across Tier-2 and Tier-3 cities, a
new generation of youth entrepreneurs is pivoting from survivalist micro-units to aggressive, high-growth
commercial enterprises . Powered by Digital Public Infrastructure ? GSTN, UPI, Account Aggregators, and Unified
Lending Interface ? this shift is democratizing wealth creation and redefining the very fabric of Indian business.

At the heart of this revolution lies a fundamental paradigm shift in commercial credit. We are rapidly transitioning
from traditional, collateral -anchored lending to dynamic, flow-based risk assessment driven by real-time financial
data. The proof of this momentum is clear: between FY23 and FY26, commercial borrowing by individual business
owners grew at a remarkable 22% CAGR,significantly outpacing traditional entity -level corporate borrowing at 14%.

However, unlocking credit at scale requires solving a critical paradox . While our digital highways are expanding, an
addressable credit gap of ~ 30 Lakh Crore persists, leaving roughly 5 crore enterprises outside the formal credit fold.
To bridge this divide, the industry must look beyond viewing MSMESs as a monolith . As detailed in this report, serving
"Aspirational India" requires understanding distinct commercial personas ? ranging from collateral -anchored traders
and vulnerable working -capital borrowers to high-growth digital formalizers ? and matching them with tailored
credit structures .

At Equifax, our core commitment is to power the future of inclusive commerce with knowledge . By integrating
multi -layered data, advanced predictive analytics, and robust commercial bureau insights, we aim to make every
aspirational business visible, accessible, and bankable .

This report serves as both a comprehensive diagnostic and a strategic roadmap for regulators, banks, NBFCs, and
fintechs . Together, by combining low-cost capital, agile technology, and intelligent risk management, we can convert
unserved demand into resilient portfolio growth and propel India toward a dynamic, data-driven economic future .
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Introduction & Market Dynamics
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The rise of Bharat's youth entrepreneurs

How Mindset Pivots & Small -Town Innovation Drive India's Next Founder Generation

Mindset Shift

FREEDOM OVER
FIXED JOBS

SAFER TO FAIL

Small-Town Power
YD

SMALL-TOWN
REVOLUTION

@ Building Assets

WEALTH
CREATION

EQUIFAX

Young Indians are swapping corporate status for business DATA-BACKED
freedom and self -reliance, viewing corporate security as an

autonomy barrier. P R O O F
e GEM India

Middle -class families transition to risk tolerance, backed by Early Intent & TEA
micro -capital, low -cost digital business tools, and strong (Total Early-Stage
safety nets. Entrepreneurial Activity)

e PLES MoSPI

Innovation is shifting rapidly to Tier -2/3 cities, where local SERETMA IR S

youth leverage deep regional domain knowledge to solve

core agritech & logistics friction.
DPIIT Database

45%+ Startups in T2/T3
Economic Survey FY 23-24

Strong behavioral change focusing on direct equity e NITI Aayog
creation and long -term ownership assets, bypassing

standard corporate ladders.

State-Level Enablers




Fueling the aspirational fire: the decadal shift

Grassroots democratization and digital public infrastructure have leveled the playing field for the modern aspirational found er

The Engine

DIGITAL
& HIGHWAYS

e gnion |
" FORMALIZATION
SURGE

The Expansion

(GetulE T BHARAT
EId 8 RISING

UNICORNS

The Future

INCLUSIVE
INNOVATION

EQUIFAX

UPI & GSTN

Building world -class digital public infrastructure to
fundamentally reduce transaction friction, simplifying the
path to formal business creation.

2L+ /1 Yr

Annual new company registry filings leaped aggressively from
1.2 Lakh to over 2 Lakh, signaling a massive wave of
grassroots formal business intent.

50%

Startups are now emerging from Tier -ll and Tier-lll towns as per
Economic Survey of India 2024 -25, democratizing wealth and scale
to yield 2.3L+ startups and over 23.33 Lakhs direct jobs under
Startup India initiative

48%

Nearly half of all recognized startups feature female directors
as per Economic survey 2024 -25, redefining leadership
alongside a sharp rise to 1.5L FY 25 -26 annual patent filings
30% YoY growth (Ministry of Commerce and Industry)

SYSTEMIC SHIFT

DECADAL
PROOF

2.3 Lakh+
Total Startups Created

23.33 Lakhs+
Direct Jobs Generated

1.5L/ Year
Annual Patent

Filings FY 2526




The Aspirational Journey Accelerated: Government Policy as a Growth Multiplier

Empowered by digital access, structural manufacturing shifts and organic policy support are catapulting MSMEs into structured
economic powerhouses

Impact of "Make in India" Inspiring Government Initiatives
Modernized manufacturing for Organic Growth
by incentivizing local assembly, Startup India & Seed Fund, Credit
import substitution, and Guarantee & SRI Fund & GeM
supply -chain integration (Government e -Marketplace)
_~ 0

35.4 A)_ Economic Drivers
Manufacturing Inspiring Entrepreneurship
Output  from MSMEs Digital Infrastructure (lowered

customer acquisition costs), Cash -Flow-
Based Lending(GST, DPI) Demographics
00+

48.5% & Consumer Spending (disposable

Overall India Exports income driving demand)
driven by MSMEs

=

The India Manufacturing value Global export impact

Stack credit paradigm ~35.49, 48.50%+

India's digital transformation has fundamentally shifted MSME Share of Output Of overall national exports PLI Ecosystem Expansion

underwriting. By increasingly complementing traditional Production -Linked Incentive schemes
collateral -based assessment with cash -flow and transaction are fostering indigenous hardware
signals, rigid asset collateral requirements with real ~ -time GST and digital transaction data enable revenue - start -ups and complex manufacturing
cash flow metrics, credit access has been democratized for based underwriting over fixed collateral assets. networks in regional hubs.

a new wave of entrepreneurs.

EQUIFAX




Grassroots Inclusion:

Empowering the local Micro -Economy via ODOP

The ODOP Export Engine

@ Massive Export Share

ODOP products now account

for roughly 72% of the state's
total exports, driving UP's total
beyond 1.86 Lakh Crore.

@ Employment Surge

The scheme has directly
upskilled and generated
employment for over
1.25 Crore artisans
and MSME workers.

@ Digital Credit Catalyst

Collaborations with ONDC

and FinTechs utilize digital
transaction footprints to deploy
cash-flow -based underwriting,
financing micro -units without
hard collateral.

Brassware & Metal Craft
Accounts for nearly 10,000
Crore in annual exports,
completely dominating the
international metal
handicrafts market

Top Performing Clusters

Kanpur & Agra e

Leather Products
Over 11,500 highly -
specialized MSME units
driving 4,600+ Crore in
premium global footwear
and apparel exports.

Equ’FAx Source : Uttar Pradesh Ministry of Micro, Small, and Medium Enterprises (MSME) 2025

Z Uttar Pradesh

Lucknow

Chikankari Embroidery

Employs over 30% of the
stateAs textile
transforming a 200 -year-

old traditional craft into a

digital -first export engine.

Carpets & Rugs
Contributes nearly 60%
of Undi aAs
exports to major global
markets, generating
massive rural employment.

tot al
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PLI in Action: Driving National Growth & Local Impact

MACRO IMPACT STATISTICS SRI CITY HUB
An 8,000-acre Special Economic Zone (SEZ) and industrial hub in Andhra Pradesh,

2 4Lakh Cr exemplifying PLI -driven MSME growth. Recognized as a White Goods cluster, its plug -and-play
. infrastructure allows small manufacturers to operate alongside anchor giants like LG and

Daikin without heavy upfront capital. This dynamic ecosystem now hosts over 240 companies
from 31 countries, generating 65,000+ jobs and 20,250 crore in fresh 2025 investments.

Actual investment realized across
sectors, generating over 14.15 lakh jobs.

15.2Lakh Cr —

Cumulative exports enabled by the g
PLI schemes since their inception. | 530km o Visakhapatnam
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Of all mobile phones used in India are L Vijaywada
now manufactured domestically . v .

Amaravati
LJ
1 OX Tirupati Airport 75km ; _ SR'C|TY
Growth in AC compressor capacity (White T”“Ea,t,'.«
Goods), increasing from 1M to 10M units.
Bengaluru ’ Szl

EQUIFAX' Source : Cumulative status of the scheme as of March 31, 2026 - Ministry of Commerce and Industry




Beyond PLI: Unleashing MSME Potential in Defence

PLI, Defence Corridors, IDEX & Make in India together are turning small manufacturers into strategic suppliers

MSME units engaged in
16,000"' defence manufacturing

Producing components, subsystems, electronics &
precision parts across India's defence supply chain

Estimate; broader than PLI -specific rolls

>ace Corridors build the clusters IDEX funds the innovation E Private/MSME share is rising fast
o ‘@’ v UP & Tamil Nadu Defence Corridors have @ 619 startups & MSMEs engaged, =1 Private players now contribute 24%
drawn 70,000 crore in investment 430 contracts signed, with grants up of defence production and 45.16%
commitments, bundling testing, certification to 25 crore z and a direct path to of exports z both at all -time highs.
& plug -and-play infrastructure for MSMEs. Armed Forces procurement.

1.78 L Cr 316) 4 70,000 Cr 45.16%

Record defence Growth in defence exports Investment commitments in Private/MSME/startup
production, FY 2025 -26 since FY 201314 UP & TN Defence Corridors share of defence exports

Copyright © 2026 Equifax Inc. All Rights Reserved. Equifax is a registered trademark of Equifax Inc.

EQUI’FAX ’ Source : PIB Official Release (Defence Atmanirbharta) 2025




The India Advantage

Evaluating structural scale and regulatory openness across emerging manufacturing themes

IT & Digital

Economy

Pharma
Manufacturing

Uncapped Foreign Equity

Renewable
Energy

India 5.8 M Pool Access 100% Automatic
l’;e ’ CIErlmgllsh-ﬂuent hS‘I;jEI\:I t:l(lant plool Largest number of US FDA - Massn;e ni(:nd-fsssn fuel CT:paCIty
vantage rives unmatched global scale. s e s 6 s R e LS target backed by open policy.
! _ SOEDominated
" China VIE Structures Conditional Generation Sector
c Constraint } Stringent Cross -Border Data Sector-specific conditions amid Domestic utility generation limits
g Governance. rapidly rising manufacturing costs. despite China producing ~80% of
g global solar hardware.
O .. .
T _ Niche/Emerging Talent Upstream Raw Material Transmission Congestion
I5 Vietnam Supply Exposure Risks
o Constraint ) gaier absolute developer pool 80290% reliance on API imports Localized curtailment under PDP8
o alongside highly competitive wage (China/India) and regulatory and massive land acquisition
.\ cost dynamics approval queues constraints.
Source : NASSCOM 2025 Insights
EQUIFAX
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FDI Fueling Deep -Tech MSMEs

EQUIFAX Source : Major financial media reports

Skyroot Aerospace

India’'s First Space Unicorn

Global Patient Capital: Leveraged the 100% automatic
FDI route to raise heavy capex from GIC, Temasek, and
Sherpalo (including a $60M Series C), plus $10.75M in
venture debt from BlackRock.

Vikram -1 Launch Vehicle

Private Orbital Capabilities: Vikram -1, developed
by Skyroot Aerospace, is India’s first privately
developed orbital launch vehicle, capable of
placing 350 kg into Low Earth Orbit (LEO).

R&D for Next Gen

International capital
accelerates the
development of a next -
generation heavy launch
vehicle powered by 3D -
printed cryogenic engines.




FDI Fueling Sustainable Agritech MSMEs

Fasal: Al & IOT Powered Precision Horticulture

ea]
[e——

International

Climate Capital:

EQUIFAX Source : Major financial media reports

Leveraged the automatic
FDI route to raise a

100 crore series A.

The round was led by
TDK Ventures and
British International
Investment (BII).

&

On-Farm
Hardware

Foreign capital funds the
deployment of precision
loT sensors and weather
stations across

75,000+ acres of

Indian farmland.

@
Traceable
Agri Tech

International equity
accelerates "Fasal Fresh,"
a B2B supply-chain
infrastructure that
procures sustainably
grown produce while
reducing agricultural
water consumption by

82.8 billion liters.

Copyright © 2026 Equifax Inc. All Rights Reserved. Equifax is a registered trademark of Equifax Inc.
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Pivoting to Prosperity: Aspirational Businesses Shift from Survival to Aggressive Expansion

High-velocity sectors are redefining commercial demand by moving away from defensive borrowing toward deploying growth capital f or
expansion I

High -Growth Aspirational Sectors

Entrepreneur -Led Surge

Between FY23 and FY26, commercial borrowing by individual
business owners grew aggressively, outpacing corporate entities.

2 2% CAGR Growth

Individual Owners

,-o{égcg Precision engineering EV & Clean-Tech
& aut t C t .
{:Q:} auto components omponents 14% Traditional CAGR

Entity -Level Borrowing

Expanding plant capacity to
leverage global supply chain
shifts (China+1 strategies)
and domestic PLI incentives.

High capex needs for retooling
manufacturing lines and battery
assembly infrastructure.

Logistics & Quick -
—\fl| Commerce Suppliers

Intensive working capital
requirements to fulfill real -time
inventory SLAs for dark stores
and hyper -local hubs.

Agri -Processing &
Food Exports

Modernizing processing
machinery to scale
international export lines.

EQUIFAX

SHARMA

28% Share

Individual entrepreneurs now
hold more than a quarter of
total commercial balances

Digital Integration

Rapid integration of GST, UPI,
and the Account Aggregator
(AA) network enables fast
cash-flow verification.

Copyright © 2026 Equifax Inc. All Rights Reserved. Equifax is a registered trademark of Equifax Inc.
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The Evolution of Undi aAs ®Pmsemler ci al Len

Il
\&/ \dmll/ N
‘ Era 1: Era 2: Era 3: Era 4: Era 5:
Post-Independence & Nationalization Liberalization & Digitalization & Co-Lending &
Early Governance & Social Control Market Reforms Consolidation Ecosystems

T

(1947-1968) (1969-1990) (1991-2009) (2010-2019) D (2020-Present)

L
Ao amf

EQuUIFAX
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ERA 1- The Formative Years (1947

Post-independence regulations & reforms paved the way for the modern banking ecosystem & Aspirational India

-1968): Laying the Regulatory Groundwork for Future Ambitions

Political
Landscape

Post-colonial

nation -building was
defined by democratic
socialism, prioritizing

state -led central planning
and institutional growth
over market mechanisms to
drive rapid industrialization
and establish early
economic governance.

Lending

Landscape

Private banking
system with significant
market fragmentation.

Urban -centric presence
dominated by private
commercial entities

aism Primary

Traditional, relationship -
based lending.

Primarily servicing large
industrial groups, foreign
trade, and established

commercial enterprises.

%@ Regulatory

&K, Reforms

Passage of the Banking
Regulation Act (1949) and the

nationalization of the Reserve
Bank of India (1949).

Formation of the State Bank
of India (SBI) in 1955 via the
nationalization of the
Imperial Bank of India.

|| RESERVE gy
@) @) @) v i ol
@ \./ \‘/ \./ NA?IF(]‘.’:ﬂ?sm 1y
| Funw_ugg:go?w
1947 1949 1949 1955 L
Independence and the Banking Nationalization of State Bank of India ﬁ'—f
adoption of state -led Regulation Act the Reserve Bank (SBI) Formation L

central planning

EQUIFAX

of India (RBI)

Copyright © 2026 Equifax Inc. All Rights Reserved. Equifax is a registered trademark of Equifax Inc.

The GIST:

Between 1947 & 1968,
Undi aAs
privately owned banking
system heavily favored
urban industrial
conglomerates while
largely excluding
agriculture and small
businesses. To align

the financial sector

with state -led economic
planning, the newly
independent government
established foundational
regulatory control by
nationalizing the Reserve
Bank of India, passing the
1949 Banking Regulation
Act, and creating the
State Bank of India.

fragmen
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ERA 2- The Institutional Era (1969

While state frameworks stabilized the economy, early Indian enterprise quietly laid its roots

-1990): State Dominance and the Constrained Entrepreneur

Political
Landscape

Defined by
"Garibi Hatao" mandate.

Focused on left -leaning
economic policies,
nationalization, and
directing credit toward the
masses away from large
industrial houses.

Undi

r

Lending
Landscape

a D@ranandehof PAldic Sector
Banks (PSBs) following two
major waves of
nationalization (14 banks in
1969 and 6 banks in 1980).

Massive expansion of bank
branches into rural and
semi-urban regions.

aism Primary

Directed credit towards
Priority Sector Lending
(PSL) including Agriculture,
Micro, Small & Medium
Enterprises (MSMES),

and weaker sections.

Social developmental
objectives received greater
policy emphasis.

%@ Regulatory

K, Reforms

Utilization of statutory tools
like Statutory Liquidity Ratio
(SLR), and Cash Reserve
Ratio (CRR) as primary
monetary and credit
allocation mechanisms.

DOMINANCE OF PUBLIC SECTOR BANKS (PSBs)

IN INDIA: POST-NATIONALIZATION EXPANSION

MASSIVE EXPANSION INTO
RURAL & SEMI-URBAN REGIONS

TWO MAJOR WAVES OF
NATIONALIZATION

The GIST:

Driven by Indira
Gandhi -feaning ef t
political mandate, the
government nationalized
major banks to shift
financial dominance from
large industrial houses to
Public Sector Banks. Under
RBI regulation, this newly
nationalized system
aggressively expanded

into rural areas, prioritizing
social development and
directed credit for

@ @ @ @ agriculture & MSMEs over
institutional profitability.

1969 1969 1975 1980

First Wave of Bank Introduction of Establishment Second Wave of

Nationalization Lead Bank Scheme of Regional Rural Bank Nationalization

(14 Banks) Banks (RRBs) (6 Banks)

Equ'FAx : Copyright © 2026 Equifax Inc. All Rights Reserved. Equifax is a registered trademark of Equifax Inc. 18




ERA 3- The Liberalization Awakening (1991  -2009): Opening the Doors to Commercial Scale

The 1991 reforms unleashed commercial <credit, paving the way foﬁ q

Political
Landscape

1991 Balance of Payments
crisis triggers shift to LPG
policy (Liberalization,
Privatization, Globalization)

Lending

Landscape

Private banking
system with significant
market fragmentation.

Urban -centric presence
dominated by private

aism Primary

Focus on
commercial profit and
risk-adjusted Pricing.

Expansion into Structured
Finance and Letters

%@ Regulatory
7o

R, Reforms

Prudential Norms on Income
Recognition, Asset Classification,
and Provisioning (IRAC).

Adoption of Basel | & Il
frameworks and Capital

commercial entities. of Credit. Adequacy Ratios (CAR) also

known as the Capital to
Risk-Weighted Assets Ratio
(CRAR) to monitor
Non-Performing Assets

@ O, O O, O O

1991 199371994 1999 2000 2002 2005

Balance of Launch of Adoption of India's 15t Enactment of Enactment

Payments Narasimham Narasimham Il Credit Bureau SARFAESI Act  of CICRA

Crisis Triggers = Committee & Entry Basel I/l Established for Bad Debt for Legal

LPG Reforms | of Private Banks Frameworks Recovery

EQUIFAX

The GIST:

Triggered by the 1991
economic crisis, India
embraced market
liberalization, welcoming
new private and foreign
banks that shifted the
lending focus toward
commercial profitability,
risk-adjusted pricing, and
product innovation.
Simultaneously, the RBI
modernized financial
oversight through strict
prudential norms & capital
adequacy frameworks,
while the creation of the
first bureau, the CICRA Act
regulating credit bureaus
and the SARFAESI Act
revolutionized credit
tracking and non -judicial
debt recovery.

Copyright © 2026 Equifax Inc. All Rights Reserved. Equifax is a registered trademark of Equifax Inc. 19




ERA 4- The Digital Consolidation (2010

A decade of rapid digitization turned traditional MSMEs into tech

Zz2019): Building the Aspirational Backbone

-enabled aspirational enterprises

Political
Landscape

Centered on "Digital India"
and formalizing the
economy. Priorities
included administrative
efficiency, tax net
expansion, and using legal
mechanisms like IBC to
strengthen credit discipline
and address stressed
assets.

Lending

Landscape

Rapid rise of Non -Banking
Financial Companies
(NBFCs) and FinTech
lending platforms.

Consolidation of Public
Sector Banks through
strategic bank mergers

to bolster balance sheets.

Primary

Technology -driven credit
underwriting, automated
processing, & digital data
usage for MSME & retail credit.

Transition from purely
asset-backed collateral to
balance -sheet and data -driven
credit evaluation.

%@ Regulatory

K, Reforms

Strong emphasis on Financial
Inclusion, data management, and
risk-based supervision.

Structural reforms to resolve high
NPA cycles, highlighted by the
RBI's landmark 2015 Asset
Quality Review (AQR), and
Bankruptcy Code (IBC) in 2016.

J

@ O, O, O,

2014 2015 2016 2016

Launch of Pradhan RBUAs L and ma rBnactment of Launch of

Mantri Jan Dhan Asset Quality the Insolvency and Unified Payments
Yojana (PMJDY) Review (AQR) Bankruptcy Code (IBC) Interface (UPI)
EQUIFAX

SYSTEMIC STRUCTURAL BANKRUPTCY
STRESSED ASSETS (AQR L

REVOLUTIONARY S

ROLLOUT OF UPI

LANDMARK  INSOLVENCY AND

ROBUST
CODE (IBC) MULTI-BUREAU

ORMS ECOSYSTEM

DRIVEN BY “DIGITAL INDIA" MANDATE TO FORMALIZE THE ECONOMY

The GIST:

Driven by the "Digital India"
mandate to formalize the
economy, the lending
landscape rapidly evolved
with the rise of FinTechs
and NBFCs utilizing
automated, data -driven
underwriting rather

than relying solely on
traditional collateral.
Concurrently, the RBI
undertook significant
measures to address
stressed assets through the
2015 Asset

Quality Review, paving the
way for landmark structural
reforms like the Insolvency
and Bankruptcy Code (IBC)
alongside a robust

multi -bureau ecosystem
and the revolutionary
rollout of UPI.

Copyright © 2026 Equifax Inc. All Rights Reserved. Equifax is a registered trademark of Equifax Inc. 20




ERA 5- The Aspirational Era (2020 Onwards ): The Future of Frictionless, Data

Modern aspirational businesses demand an agile, frictionless data

-first approach to commercial lending

-Driven Scaling

Political
Landscape

Focused on

"Aatmanirbhar Bharat"
(Self-reliant India) and
"Tech-Led Governance,"
prioritizing resilience, digital
inclusion, and enabling
private -public partnerships.

Lending
Landscape

Co-lending partnerships
(PSBs/Private Banks +
NBFCs/FinTechs) and
ecosystem -based lending
models. Integration with
digital public infrastructure
such as Open Network for
Digital Commerce (ONDC),
and the Account Aggregator
(AA) network

Primary

Increasing focus on Green
Finance, ESG parameters,
and sustainable development
lending, anchored by the
RBI's Framework for
Acceptance of Green Deposits
and Sovereign Green Bonds.

%@ Regulatory

K, Reforms

Implementation of Regulatory
Sandboxes, Digital Lending
Guidelines (DLG), and oversight
of governance

and digital risk.

Pilot rollout of Central
Bank Digital Currency
(CBDC / eRupee).

@ O, O, O, O,

2020 2021 2022 2023 2024

ECLGS Relief & = Account Aggregator = Digital Lending Sovereign Green Present:
Aatmanirbhar Framework & Guidelines & CBDC Bonds & Green Unified Lending

Bharat Mandate

EQUIFAX

Co-Lending Scaling

e-Rupee Rollout

Deposit Framework

Interface (ULI) &
ONDC Integration

_ AATMANIRBHAR BHARAT

e ? (IIEEEENDENCE INDIA) ([

b SEAMLESS DIGITAL LENDING ECOSYSTEM | \

INST
CASH-FLOW-BASED
CREDIT

The GIST:

Anchored by the

"Aat manirbhar
vision, India's current

lending landscape is

defined by seamless digital
public infrastructure and
co-lending partnerships

that drive instant, cash -flow -
based credit and green
finance. Simultaneously,

the lenders are implementing
strict digital lending
guidelines, utilizing alternative
data for real -time scoring.

Copyright © 2026 Equifax Inc. All Rights Reserved. Equifax is a registered trademark of Equifax Inc. 21




The Rise of Aspirational Business in India mirrors the successful journey of Asian peers

Indian business is now deeply integrated with global supply chain and competing on value and not merely exploiting low

-cost advantage

JAPAN (1950s71970s)

= Specialized SME Policy
° Banks (Shoko Chukin Bank)

E Localized credit
NS guarantee associations

Structural Impact:
Modernized informal workshops into

high -precision, specialized component
suppliers integrated into major export
networks.

-

SOUTH KOREA(1970s71980s)

. Small & Medium Industry
,[:%r Promotion Corporation
(SMEPC)

Credit Guarantee
System (KODIT)

Structural Impact:

Insulated specialized suppliers against
conglomerate concentration risks
while deepening domestic supply
chain capacity.

EQUIFAX

CREDIT ECOSYSTEM & POLICY MECHANISM

INDIA (201772026+)

usn

AADHAAR

. DATA
HIGHWAYS

" .
; A ] . : DATA
Al POWERED y @) Governance
SOLUTIONS 1, pl'
: “u'h

3 . ECONOMY
FINANCIAL . 7 -
INCLUSION * RuPay» Y : E g " ' G.ROWTH
’ |

&

&) Cash-flow-based
I=>  underwriting (DPI, Al)

— Policies to power MSME
G2 segment like Emergency Credit
Line Guarantee Scheme

Structural Impact:

Replaced asset-backed collateral
mandates with DPI -driven cash -flow
underwriting to formalize the micro -
enterprise sector.

[
»
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Decoding the Diversity: Why the Aspirational Business is Not a Monolith

To bridge the credit gap, we must look beyond a homogeneous view and recognize varying business maturities and credit behavio rs

ESTABLISHED MSMEs ~1015%

Scale | Diversify | Lead
CAGR:15-20%
. Opportunity:  High-ticket working capital

GROWTH MSMEs ~25-30%

Expand | Invest | Formalize
CAGR:20-25%
Underserved: Large

BOTTOM LAYER:

MICRO BUSINESSES ~565%
Start | Grow | Transform
CAGR:25-30%

Underserved: Very High

Analytical Segmentation by Equifax (based on credit maturity,
facility depth, utilisation and business capacity)*

(&

~N

EQUIFAX

8.9 Cr+

Udyam + UAP
Registrations*

As of July 2026

39.6 Cr+ 31.1%

Employment GDP
Generated Contribution
As of July 2026 FY 2023%24

14.69 L Cr 45.73%

CGTMSE
Guarantees

Sanctioned as
of June 2026

What is Driving the Commercial Credit Boom?

Rising formalization
& digitization

Government
schemes &
policy support

Share in
India's Exports

FY202324

Digital adoption Supply chain
& e-commerce expansion &
growth integration

Alternative data &
analytics enabling
better underwriting




The Aspirational Growth Agenda: Addressing the uneven Credit Landscape

Whil e Udndi aAs MSME uni ver se i sreadymuclocleng ermal gddiyat stalereamainsa criical durdier e d i t I

The Shift in Underwriting Models

CURRENT

Data -driven / Cash -
flow Underwriting

BEFORE

Conservative
Asset -backed lending

TATERAL [
¥\ CREquIRED

Decadal Ecosystem Evolution (2016 z2026)

Operational approach Underwriting approach Hybrid approach Lender approach

Shifted from informal Moved away from heavy Evolved from PSBs continue to anchor micro -

cash operations to 8.7+ reliance on physical collateral bank-dominated balance exposure under 10 lakh, while

crore registered units on (real estate) toward flow -based sheet lending to hybrid Private & NBFCs / FinTechs have

the Udyam portal. metrics (GST, TReDS invoice co-lending models between captured the high -growth 10
discounting, digital receipts). Banks, NBFCs, and FinTechs. lakh to 2 crore ticket range.

87M Udyam Reg GSTDigital way Hybrid Co-lending 10 L - 2 Cr High Growth
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Mapping the Aspirational Ecosystem: Five Distinct Commercial Borrower Personas

Distinct financial capacities and operational models require highly tailored, persona

-driven credit solutions to unlock true pot

ential

1. Institutional
HIGH Blue -Chip MSME
Mature Legacy (10+ Years
gacy ( ) o ®
3. Traditional )
Collateral -Anchored Trader o ...
[ ]
't ® e .. ® ‘
O ° % . e ®
< oy ©
o o)
< e
(@) [ ® [ ]
o Early Stage (<3 Years) °
< — - %o, Mid -Stage Growth (3-7 Years)
% 5. Unorganized First -Time L) .. -
< Formalizing Micro  -Enterprise ® g0%° % ®| 2. High -Growth
z e 200 Digital formalizer
T v e
e © Py
L)
e °, & e® o
° ° : ® Late-Growth / Stagnant
L [ ] ‘ [ 4. Working -Capital ]
LOW Constrained Borrower

Established (>7 Years)

WEAK/DEVELOPING  CREDIT BEHAVIOUR STRONG

Business stability -based segmentation

Revenue
Diversification

Technology
Adoption

Credit History
Length

Il 1. Institutional
Blue -Chip MSME
(Est. >7 Yrs)

Financial Stability
Cash Flow
18 Predictability

Operational
Resilience

¥
=

[ 2. High -Growth
Digital Formalizer
(Mid-Stage 3-7 Yrs)

B [ 3. Traditional Collateral
-\"”s‘"“."\s ! Anchored Trader
| \ (Mature Legacy > 10 Yrs)
y,
/ Il 4. Working -Capital
Constrained Borrower
(Late-Growth / Stagnant)

5. Unorganized First -
Time Formalizing
Micro -Enterprise
(Early Stage <3 Yrs)

Collateral
Strength

Management Experience

Commercial Borrower Personas Summary & Core Insights

Institutional Blue
capital -intensive

High Maturity | High Capacity

-Chip MSME High -Growth Digital

Borrowing to expand

Mid Maturity | High Capacity

Collateral -Anchored
Built around assets
High Maturity | Low Capacity

Revenue
Growth

Operational
Efficiency

Technology

Adoption Collateral

Strength

Management

Credit :
Experience

History

Cash Flow
Predictability

Business maturity -based segmentation

Financial Stability

W 1. Institutional
Blue -Chip MSME
(Est. >7 Yrs)

I 2. High -Growth
Digital Formalizer
(Mid-Stage 3-7 Yrs)

1 3. Traditional Collateral
Anchored Trader
(Mature Legacy > 10 Yrs)

Il 4. Working -Capital
Constrained Borrower
(Late-Growth / Stagnant)

5. Unorganized First -
Time Formalizing
Micro -Enterprise
(Early Stage <3 Yrs)

Working -Capital Constrained
High Utilization
Low Maturity | High Capacity

Equifax analytical archetypes

First -Time Micro
New credit users
Low Maturity | Mid Capacity

Insight: Solving credit inclusion is not simply about finding more MSMEs

? itis about identifying what type of borrower each MS

ME is and matching credit structures accordingly.

EQUIFAX
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Deconstructing Aspirational India: The Five Personas

Defining the Next Wave of Commercial Borrowers who dictate distinct underwriting pathways and lender alignment

.

Borrower
Persona

1. ESTABLISHED
Institutional Blue -Chip

2. TECH FORMALIZER
High-Growth Digital

3. TRADITIONAL
Collateral -Anchored
Trader

4. WC STRAINED
Vulnerable Borrower

5. Nano Enterprise
First-Time Micro

J/

Business
Maturity Stage

%

Established
(>7 Years)

Mid -Stage Growth
(327 Yrs)

Mature Legacy
(>10 Years)

Late-Growth / Stagnant

Early Stage
(<3 Years)

.

"%

Financial

1 Capacity & Exp

Medium Segment
10Crz 50Cr

Micro2 / Upper Small
50 Lakh z 5Cr

Small Segment
1Crz 10Cr

Micro / Small Segment
20 Lakh z 3 Cr

Micro Tier
Upto 25 Lakh

Underwriting
Parameters

Audited P&L, DSCR > 1.5x,
Low Utilization (<30%)

High GST Velocity, AA
Banking Streams, Cash -
Flow Leverage

Immovable Collateral
(LAP/CC), Seasoned
Banking, Asset Backing

High Utilization (>85%),
SMA-1/2 Status, Dense
Bureau Inquiries

Synthetic P&L, UPI/BSA
Digital Footprint,
Promoter Bureau Score

Primary Lender
Alignment

Private Banks & Large
PSBs

Tech-Enabled Private
Banks & NBFCs

Public Sector Banks
(PSBs)

High -Yield NBFCs &
Special Situation Funds

Fintechs, Micro -NBFCs,
PSB Digital Journeys

EQUIFAX

Equifax analytical archetypes
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Credit Assessment & Risk Profile

Chapter

02 Credit Assessment of Aspirational Business

2.1 Industry Overview 29
2.2 Origination Trends 30
23 Portfolio Health and Delinquency 31-32
24 Regional Concentration 33-36
2.5 MSME Credit Gap 37
2.6 Borrower Profile and Distribution 38 - 39
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Undi aAs
for Aspirational Growth

expanding

MS ME

credit ecosysten
||
@
III\ %?%
s g o
Undi aAs MSME credit efcos Increasing participation in formal credit This expanding credit footprint creates
continues to expand, supported by : provides enterprises with greater access to a larger universe of enterprises with the
growth in portfolio and a widening base capital for working capital, capacity potential and ambition to scale
of active borrowers expansion and business growth
D{[% Portfolio Growth
Industry Mar AN25| to Industry Mar AN25 Industry JFMA25]| t
Portfolio Mar AN26 Active Loans Mar N2 6 Disbursement JFMA26
46.5 Lakh Cr 0 1.9 cr 0 s In JFEMAZE®
12% 3% 4.5 Lakh Cr 0.5%
A broader credit ecosystem is creating more room for
Undi aAs businesses to aspire, 1 n\
EQUIFAX

POS & Active Loans = 0 to 180+ dpd




Micro enterprises are gaining momentum in MSME credit originations

Origination Distribution by Segment _ o _ S
Micro enterprises increased their share of origination

,,m value from 33% in JFM' 25 to
£ while their average ticket size increased by 32%

@ = This indicates that the smallest enterprises are
B—, participating more actively in formal credit and
= accessing larger funding requirements

JFM'25 JFM'26 . :
_ _ ® Manufacturing and Trade continue to anchor MSME
mMicro mSmall ®Medium ) p% credit demand, together accounting for a significant
= share of originations

Origination Distribution by Sector

Undi aAs aspiration
IS Increasingly starting '
at the Micro level

17% - with businesses seeking
more capital to pursue

JEM'25 JEM'26 bigger opportunities.
® Manufacturing m Trade m Services = Other Sectors

e WY

17%

.
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Strong term loan demand signals high borrower confidence

Portfolio Distribution Portfolio Distribution
by Segment by Lender Type

entities, the portfolio is optimized for higher yields but

£ With 77% of exposure concentrated in Micro and Small
-s-
ﬂ remains sensitive to macroeconomic shocks

® =umd| Monitoring early warning risk indicators
==— for small borrowers remains critical

® Pvt. Banks maintain the primary
@® _D/ﬁ/ljlﬂ share of financing

40%

@ Vico @ Smal @ Medium @prsuBanks @ Pvt. Banks @NBFCs

51% concentration in Term Loans highlights the

Portfolio Distribution Portfolio Distribution (? @ sustained capital development by borrowers
by Industry Activity by Product Type

O O

The next growth opportunity lies not
simply in lending more, but in identifying
businesses that can grow responsibly.

@ vanufacturing @ Trade (@ Services @ term Loans @ Cash Credit @ Over Draft
- 7N POS =0 to 180+ dpd
Equ’FAx, Note: 3 Re st of Undustr y j whi ch contributes 13% in Lender t ype cate gé?)pl;r@{nﬁ iOZ%Equ\‘?‘axan A!\\Féilg\%gegsrved Equifax is a registered trademark of Equifax Inc. 31
3JOthersj which contribute around 20% in Yndustry Activity is excluded
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Scaling operations require an equal focus on credit resilience

90+ Delinquency
by Segment

1.3%

0.9%
0.7%

@ small @ Vedium

@ Micro

90+ Delinquency by
Lender Type

1.4%

0.6% 0.5%

@ PrsuBanks @ Pvt. Banks @B NBFCs

90+ Delinquency by
Industry Activity

0.9% 1.0%
.9%
0.6%

@ Vvanufacturing @ Trade @ Services

90+ Delinquency by
Product Type

1.0%

0.9%

0.6%

@ cash Credit (@ Overdraft [ Term Loans

EQUIFAX

1.5% across all the cuts, though clear stress pockets

As of March 2026, overall portfolio quality remains below
s
emerge within Micro segment and NBFCs

® @@ The Trade business segment and
Z@> term loans are showing elevated risk

Identifying enterprises demonstrating sustainable
(O] credit behavior can help balance inclusion, growth and

portfolio resilience

Aspirational businesses will emerge
across sectors -but their financing
journeys will not all look the same.

90+ Delinquency =90 to 179 dpd/ 0 to 179 dpd
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West Commands Credit Scale (35.1%), while North Outpaces Growth
(14.4%) and South Leads Operational Capital Demand (71.2%)

Zonal POS Exposure, PAR Metrics & Economic Anchors

POS Exposure POS YoY Credit Growth in Apr | PAR 90179 *WC Utilization Key Reaional Economic Anchors

bt WYOUW {Share@) [h=swy213l W Gl|wet WYOW {(cc,ope+t wyow dI e
West Y16.3 Lakh Cr 35.1% 10.9% 1.6% 65.5% Largest credit anchor; Dense manufacturing (MH, GJ)
South Y12.5 Lakh Cr 26.7% 13.9% 1.8% 71.2% (Highest) Highest WC intensity; Auto, Tech & Textiles (TN, KA, TS, AP)

Leading growth momentum;
0, 0, 0, 0,

North Y11.01 Lakh Cr 23.8% 14.4% (Fastest) 1.3% 68.3% Agriprocessing & Trade(UP, DL, HR, PB)
East & NE | Y5.4 Lakh Cr 11.9% 13.2% 1.9% 70.2% Untapped credit penetration headroom (WB, BR, OD, NER)

Southern Hubs | North & East Belt
Export & Precision:  Tamil Nadu & Karnataka Volume -Dense Micro Units:  UP, West

J Western Belt

High Ticket Disbursal:  Maharashtra and
@'@ Guijarat account for highest share of total

loan value, driven by high capital intensity in

lead export -oriented auto components, _- Bengal, and Bihar represent high micro -
electronics, and technology hardware with volume clusters requiring small -ticket

engineering and chemical clusters. rapid PLI adoption ] working capital support

Strategic Credit Demand & Liquidity Health: Growth Headroom:  Regions with lower Sectoral Risk Assessment: By cross-referencing
Takeaways &@ } Higher utilization (like the South's 71.2%) indicates relative utilization or untapped credit WC utilization with PAR 90 -179

. strong demand for short -term operational cash, penetration (e.g., East & NE at 11.9% POS (default/delinquency metrics), we can evaluate
Actionable but high utilization without credit expansion can Share) offer lenders headroom to scale whether high operational borrowing is translating
Portfolio |nsig hts: signal potential liquidity stress. small-ticket working capital support. into healthy revenue or elevated portfolio risk.

WC utilization is measured as a ratio of portfolio outstanding to total active disbursed amount.
Data where states were not reported are excluded.
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Manufacturing Credit Anchored in West & South, Driven by Mid -Ticket
Textiles/Engineering ( 10L-2Cr) and Small -Ticket Food Processing ( 2L-1OL)Il

Regional Clustering, Sectoral Growth

Portfolio Scale & Exposure Geographic Clusters

: in Manufacturin
Concentration Breakdown: g
The top 3 manufacturing sectors account Western & Southern

l@ﬁ"g' 13 . 2 L Cr for 51.25% of total credit outstanding. Hub Dominance:

Lenders face a dual -concentration risk Commercial lending

Total Manufacturing POS tied to specific geographic belts and is heavily concentrated
export zsensitive sectors. in key industrial belts:

Manufacturing Sub  -Sectors Analysis

Maharashtra & Guijarat:

Ranked #1 & #2 nationally, driving core
volume in heavy engineering, textile
processing, and auto components

Tamil Nadu: Dominant Southern
cluster (#3 nationally), led by textile
production and automotive engineering.

Textiles & Engineering Food Processing

Textiles (17.65% share) & Engineering (17.25% share) Food Processing (16.20% share)

A Dominated by the ~ 10L-2Cr exposure segment A Predominantly concentrated in the smaller 2L-10L
(51.20% share in Textiles, 56.01% in Engineering). exposure segment (36.48% share).

A Characterized by established entity credit histories A strongly tied to localized agricultural supply chains and
and capital -intensive operational needs. semi-urban processing units.

10L~2Cr A Higher reliance on private bank term A High participation from Public Sector Banks (PSBs)

Exposure funding and specialized trade finance lines. delivering Mudra and working capital facilities.

Strategic Takeaways & Actionable Portfolio Insights for Lenders

i ety

Bank Channel Alignment: Geographic De -risking: Agri -Supply Chain Opportunity:

Private Banks dominate Mid -Ticket 210L-2Cr With 51.25% credit concentrated in MH, GJ & TN, Small-ticket Food Processing ( 2L-10L) offers

(Textiles/Engg), while PSBs dominate 2-10L (Food Proc). lenders must diversify into Tier 2/3 processing high -velocity, semi -urban cash flow lending

Tailor product underwriting to channel strengths. hubs to insulate against regional export shocks. with lower default correlation to global trade.
EQUIFAX




The top 10 states contribute 72% of the total industry NTC

{24 Maharashtra Top 5 States Southern Corridor
15.73% Top NTC Share % ~45.2% Aggregate NTC % 27%  Contribution

Key Highlights Strategic Takeaways
Maharashtra leads overwhelmingly Top 5 States generate ~45.4%  of High -Growth Corridors:  Southern states Tier -2 Growth Drivers: MP, Rajasthan,
with 15.73% of total NTC, followed by Uttar aggregate NTC volume, demonstrating (KA, TN, TS, AP, KL) collectively account for and West Bengal demonstrate consistent
Pradesh (8.91%) and Guijarat (7.63%). heavy commercial centralization. 27% of total Contribution. mid -tier contributions exceeding 5% each.
- Top 10 Contributing States \
Maharashtra NN 15.73% I Telangana NN 5337 I
Uttar Pradesh I S.91% IS West Bengal I 5607 I
Gujarat N 7.63% I Madhya Pradesh N S.45% I
Karnataka [ 6.58% I Rajasthan NN 5.35% I
Tamil Nadu N 6.51% I Andhra Pradesh N /.05% I
Actionable Portfolio Strategies for Lenders
S S L )
5 Market Concentration vs. Penetration: - Southern Corridor Scale:  The broader Southern - Emerging Tier -2 Headroom: MP (5.45%), 5
; Top 5 states drive ~45.2% of total NTC volume region (KA, TN, TS, AP, KL) commar2i& of NTC P Rajasthan (5.35%), and West Bengal (5.60%)
(led by Maharashtra at 15.73%), making b acquisition (with core Top 10 Southern states P represent untapped growth frontiers; expand low - |
5 aggressive digital onboarding essential to capture contributing 27%)y deploy dedicated localized credit 5 ticket, automated credit underwriting to capture
. core market share. P assessment models for these highvelocity techand | | % first -time borrowers safely. |
”””””””””””””””””””””””””””””””””””” _FQ manufacturingclusters. 0 TARETT

NTC z New to Credit

Equ'FAx‘ Period FY 25-26




NTC - Maharashtra dominates with

15.73% contribution,

anchoring regional expansion across southern and emerging hubs.

Geographic Tier Breakdown

>12%
Contribution

Ultra High Tier
Maharashtra (15.73%) dominates
overall revenue creation and primary
volume hub

6% - 12%

. . Contribution
High Tier
Uttar Pradesh (8.91%), Gujarat
(7.63%), Karnataka, & Tamil Nadu
serve as major commercial

growth drivers.

Vs

3% - 6%

. . Contribution
Medium Tier
Telangana, West Bengal, MP,
Rajasthan, AP, & Kerala form a
stable economic backbone.

3%
Contribution

Emerging Tier
Bihar, Odisha, Haryana, Punjab,
Assam, Delhi, J&K, & Jharkhand

represent long -tail growth
opportunities.

Regional Action Plan & Future Focus

Consolidate Tier 1
Strengthen infrastructure in

revenue hubs and handle high
transaction volumes.

Maharashtra and UP to protect core

Scale Southern Corridor

Capitalize on high revenue density
across Karnataka, Tamil Nadu, and
t‘ Telangana by deploying targeted

regional programs.

01

02

44

Activate Emerging Markets

Unlock untapped potential
in Bihar, Haryana, and
low -friction onboarding.

Executive Action Playbook

Core Fortress Defense (Ultra High & High Tiers):
Protect the core engine - Maharashtra (15.73%),

UP (8.91%), and Guijarat (7.63%) deliver the bulk
of volume. Deploy high -capacity transaction
architecture and dedicated key account
management to defend against competitor churn.

Corridor Capitalization (Southern Cluster):
Karnataka, Tamil Nadu, and Telangana represent
the densest high -value growth corridor.

Execute localized, industry -specific campaigns
(Tech, Auto, Textiles) to capture concentrated
regional purchasing power.

Low -Cost Frontier Expansion (Emerging Tier):
Long-tail markets like Bihar, Odisha, and Haryana
(<3% contribution) require lean acquisition. Activate
digital -first partner ecosystems and lightweight,
automated onboarding to capture market share
without squeezing operational margins.

EQUIFAX
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Undi aAs

Unt apped

MSME Op

~5 Crore Enterprises Yet to Access Formal Credit

A large enterprise base remains outside formal credit, while the addressable financing gap continues to be substantial

ortunity

59%

~5.1 Cr

~5.1 Cr registered enterprises
outside the observed formal -
credit universe

}0  Derived from ~8.7 Cr registered

=~ MSMEs vs ~3.6 Cr enterprises
observed with formal -credit access

30 Lakh Cr

Addressable
MSME Financing gap
Estimated unmet/addressable
formal -credit demand, indicating
significant headroom for
responsible credit expansion.

24%

What this means for Aspirational Businesses

« ¥ 2 Visibilit

&5 PP | N

“ & Millions of enterprises remain outside
formal credit and need to become

visible and assessable to lenders.

Undi aAs

/a2 Inclusion

\./ Closing the gap requires deeper reach
into underserved enterprise segments,
including women owned businesses.

MS ME

35% | 27%

Women -owned | Services

Segments with relatively
higher estimated credit gaps

Q Opportunity

& Better data, digital decisioning and
risk differentiation can convert unmet
demand into sustainable credit growth.

oppor P horing~b grorel esterpgrise®imtathed
formal credit ecosystem while addressing a ~30 lakh crore financing gap.

EQUIFAX
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Credit access deepens as enterprises build financial maturity

( N\ 4 N\
Exposure by Ticket Size & Lender Type Exposure by Ticket Size & Vintage on Bureau
7 @ PsU Banks
- @ Pt Banks 0 <=2years
@ NBFCs @ 2to5years
2 Lakh to 10 Lakh 10 Lakh to 2 Crore @ Rest of Industry 2 Lakh to 10 Lakh 10 Lakh to 2 Crore @ >5years
J . J
’@ Lender Dominance Vintage Correlation Strategic Takeaway
=2 PSU Banks dominate lower Enterprises with >5 years of bureau = Established credit history and
ticket sizes (60%), while Private vintage account for 39% of exposure in the financial maturity are directly
Banks hold a larger share (36%) Rs.10 Lakh to 2 Cr segment, compared associated with access to
inthe 10L- 2Cr band. with 29% in the Rs.2 -10 Lakh segment. deeper pools of formal credit.

Core |nsig ht As businesses build a credible credit track record, the ecosystem opens the door to larger funding opportunities.
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MSME Commercial Credit: Segment Population & Served Analysis

Credit-market segmentation developed specifically to access formal -credit penetration and addressable opportunity; distinct from the

_ Detailed breakdown of credit ranges and midpoints across five distinct commercial
borrower segments

UL e

Corhhmerciél Credit Seg H I::f)pulat;ion Ranée (MA) Served IR;;;lge (M) Credit Gap Range (M) Range Midpoints (Pop / Served / Gap)
The Emerging Ready to enter formal credit 25730 628 19722 27.5M/7.0M/ 20.5M
The Growth Seeker Borrowing to expand 20725 8210 12715 22.5M/9.0M/ 13.5M
Credit Experienced Knows how to use credit 15720 10z12 528 17.5M/11.0M/ 6.5M
Asset -backed Op. Business built around assets 10z 15 8710 225 12.5M/9.0M/ 3.5M
Credit Intensive  Credit is central to business 10z15 8210 225 12.5M/9.0M/ 3.5M
Total Market Universe 80 7 105 40 7 50 40 7 55 92.5M / 45.0M / 47.5M

Aggregate industry opportunity

The abov