














































































































 

 

MANAGEMENT DISCUSSION AND ANALYSIS 
 

Sitaara Housing Finance Limited​
(Erstwhile SEWA Grih Rin Limited) 

 

A Year of Transition, Discipline and Direction 

FY2025–26 has been a defining year for Sitaara Housing Finance Limited. The year represents a 
clear transition from a build-out phase to a more structured, disciplined and institutionally oriented 
operating model. 

The strengthening of the management team has brought in experience across retail lending, credit 
underwriting and scaling of housing finance platforms. This has been complemented by the continued 
support of institutional shareholders with a long-term orientation towards governance and sustainable 
value creation. 

Against this backdrop, the Company anchored its efforts around three priorities: 

▪​ establishing operating discipline  

▪​ strengthening the balance sheet  

▪​ building a scalable foundation for growth  

While the sector continues to offer significant headroom, the Company has consciously prioritised 
quality of growth over pace of growth. The growth delivered during the year reflects improved 
execution, expanding distribution and the Company’s current stage of scale, while maintaining 
discipline in underwriting and portfolio construction. 

 

Global Backdrop: Growth Holds, Risks Reconfigure 

The global economy through calendar year 2026 continues to exhibit resilience, with growth expected 
to remain around 3%. However, the underlying drivers of the cycle have shifted in a meaningful way. 

Inflation, which had moderated through 2024 and early 2025, is now expected to remain moderately 
elevated, with supply-side factors playing a more prominent role. The re-emergence of geopolitical 
tensions, particularly in energy-sensitive regions, has introduced volatility in crude oil prices and 
altered inflation expectations. 

This has two important implications: 

First, monetary easing across major economies is likely to be gradual and contingent, rather than 
broad-based. 

Second, cost-led inflation tends to transmit unevenly across economies and sectors, with lagged 
effects on consumption and credit behaviour. 

For emerging markets, including India, this creates a more nuanced operating environment where 
macro stability coexists with pockets of pressure. 

 

 



 

 

India: Strong Headline Growth, More Nuanced Ground Reality 

India continues to stand out as one of the fastest growing major economies, with GDP growth for 
FY2025–26 estimated in the range of 7.3% to 7.6%, and a moderation expected in FY2026–27. 

Inflation remains within the Reserve Bank of India’s tolerance band, supported in part by stable 
domestic fuel prices and policy calibration. 

At a headline level, the macroeconomic environment remains supportive. However, the underlying 
experience across segments is more varied. 

A meaningful part of economic activity, particularly in semi-urban markets and informal segments, 
remains sensitive to: 

▪​ fuel and logistics costs  

▪​ input price volatility  

▪​ working capital cycles  

This divergence between macro strength and micro variability is central to understanding credit 
behaviour in the current cycle. 

 

Fuel, Elections and Inflation: Timing Matters as Much as Direction 

One of the more defining features of the current environment has been the stability of domestic fuel 
prices despite elevated global crude prices. 

This has helped contain inflation and support consumption during FY2025–26. However, this stability 
reflects calibrated policy positioning during a sensitive economic and electoral phase, and needs to be 
viewed in that context. 

Historically, fuel pricing in India has shown a tendency to align with underlying cost structures over 
time, with adjustments often occurring gradually once conditions permit. 

This creates a forward-looking dynamic: 

▪​ near-term inflation remains contained  

▪​ medium-term inflation may see gradual adjustment depending on crude trends  

▪​ the transmission, if it occurs, is likely to be phased rather than abrupt  

For credit markets, this distinction is important. A gradual transmission allows both borrowers and 
lenders to adjust, reducing the risk of sharp dislocation. 

 

Sectoral Transmission: Where Cost Pressures Surface 

The impact of fuel and input cost movements is not uniform across the economy. 

It is most visible in sectors with limited pricing power and higher operating leverage, including 
transportation, construction-linked activities, small businesses and parts of the agricultural value 
chain. 

 

 



 

 

Across these segments, the impact is typically reflected in: 

▪​ margin compression rather than demand contraction  

▪​ variability in cash flows rather than income erosion  

▪​ longer working capital cycles  

This distinction is important when assessing borrower risk. 

Borrower Behaviour: Variability Over Stress 

The Company’s borrower base, largely comprising self-employed households in emerging markets, 
operates within this layer of the economy. 

In this segment, macroeconomic shifts tend to manifest as variability rather than disruption. 

Income levels generally sustain, but predictability reduces. Cash flows become uneven, leading to: 

▪​ timing mismatches in repayment  

▪​ temporary stress in early delinquency buckets  

▪​ gradual rather than immediate impact on asset quality  

This reinforces an important operating principle: 

Asset quality is a lagging indicator. Borrower behaviour is a leading one. 

The ability to read early signals and respond proactively becomes critical. 

 

Housing Finance Sector: Structural Depth, Cyclical Reset and Emerging Differentiation 

India’s housing finance sector continues to be supported by strong structural fundamentals. Mortgage 
penetration remains low, urbanisation continues to expand the addressable market, and home 
ownership remains a core aspiration across income segments. 

Over the past 12 to 18 months, however, the sector has moved through a phase of cyclical 
normalisation following a period of strong growth. 

This shift has been driven by: 

●​ the lagged impact of the interest rate cycle  

●​ gradual pressure on borrower cash flows due to input cost inflation  

●​ normalisation of repayment behaviour after a liquidity-supportive phase  

As a result, sector trends have reflected: 

▪​ a measured increase in early-stage delinquencies in certain segments  

▪​ greater sensitivity to income variability  

▪​ increasing divergence in performance across lenders  

Importantly, this does not indicate structural stress. Credit costs remain contained and collateral 
quality remains strong. 

What it does indicate is a return to more representative credit conditions. 



 

 

In this environment, outcomes are increasingly determined by: 

▪​ discipline in underwriting  

▪​ consistency in credit filters  

▪​ strength of collections  

▪​ ability to identify and respond to emerging stress  

The current phase is therefore less about the resilience of the sector and more about the quality of 
execution within it. 

Affordable Housing: Demand Intact, Conversion Selective 

The affordable housing segment remains central to the sector’s growth. 

Demand continues to be supported by first-time home ownership and expansion into Tier 2 and Tier 3 
markets. At the same time, supply-side constraints, including construction costs and developer 
economics, influence the pace at which this demand translates into disbursements. 

This creates an environment where opportunity remains strong, but realisation requires selectivity. 

 

Sitaara: Aligning the Operating Model to the Segment 

Within this environment, the Company has focused on aligning its operating model with the realities of 
its borrower segment. 

The emphasis has been on: 

▪​ strengthening underwriting frameworks with a focus on cash flow assessment  

▪​ improving alignment between origination, credit and collections  

▪​ enhancing field-level feedback and early warning mechanisms  

▪​ building consistency in processes across geographies  

The management team’s experience in scaling similar businesses has helped bring sharper execution 
discipline, while the presence of institutional investors has strengthened governance and long-term 
orientation. 

The focus has been on building a platform that delivers predictability and resilience, rather than 
episodic growth. 

 

Business Performance: Growth with Strengthening Fundamentals 

During FY2025–26, the Company delivered strong growth alongside improvement in key operating 
parameters. 

Assets Under Management grew by approximately 50% year-on-year to ₹ 1,609 crore. This growth 
reflects the Company’s stage of development and improved execution capability, while remaining 
aligned with its calibrated approach. 

Disbursements stood at ₹ 743 crore, with a focus on borrower quality and portfolio stability. The 
branch network expanded to 102 locations, improving market reach. 



 

 

The portfolio continues to reflect: 

▪​ a granular and fully retail book  

▪​ focus on self-employed borrowers in emerging markets  

▪​ stable ticket sizes aligned with the affordable segment  

▪​ conservative collateral-backed lending  

In addition to growth, there has been progress across operating metrics: 

▪​ yields on incremental business have been maintained  

▪​ cost of funds has reduced meaningfully  

▪​ operating efficiency has improved with scale  

▪​ portfolio behaviour has become more stable and predictable  

On the liability side, the Company secured approximately ₹ 605 crore in debt sanctions during the 
year, reflecting increasing lender confidence and improving institutional positioning. 

Overall, the year reflects not just growth, but improvement in the quality and sustainability of that 
growth. 

 

Asset Quality: Strengthening Through Process and Discipline 

In a period where the sector has seen a degree of normalisation, the Company’s asset quality has 
remained stable with signs of improvement. 

This has been driven by deliberate strengthening of core processes rather than favourable external 
conditions. 

Key areas of focus have included: 

▪​ tighter and more consistent underwriting  

▪​ deeper borrower assessment with emphasis on income stability  

▪​ stronger integration between credit and collections  

▪​ improved monitoring and early identification of stress  

The portfolio remains granular and diversified, with no material concentration risks. 

The approach has been to build resilience into the system, ensuring that performance remains stable 
across varying macro conditions. 

 

Liability and Capital: Building the Right Foundation 

The Company has made meaningful progress in strengthening its liability profile. 

The reduction in cost of funds reflects: 

▪​ improved operating performance  

▪​ stronger governance and transparency  



 

 

▪​ increasing confidence among lenders  

The Company has focused on diversifying its lender base and further improving its borrowing 
structures with the nature of its assets. 

As the business scales, access to capital on competitive terms will remain a key enabler, and the 
progress made during the year provides a strong foundation for this. 

 

ESG and Inclusion: Scaling with Purpose 

Sitaara’s origins are closely linked to expanding access to housing finance for underserved segments, 
and this continues to remain integral to its approach. 

The portfolio includes a meaningful presence of: 

▪​ first-time homeowners  

▪​ women borrowers  

▪​ households transitioning into the formal credit ecosystem  

The Company’s approach to lending remains anchored in: 

▪​ responsible credit assessment  

▪​ focus on long-term affordability  

▪​ avoidance of over-leveraging  

Governance continues to be central, with emphasis on transparency, accountability and alignment 
with stakeholder interests. 

As the Company scales, ESG considerations are being embedded into its operating framework, 
ensuring that growth remains aligned with broader social and governance objectives.​
​
 

Outlook: Moving into the Next Phase 

The long-term opportunity in affordable housing finance remains significant. 

At the same time, the operating environment requires a disciplined and measured approach, with 
greater attention to borrower behaviour and macro transmission. 

The Company is now positioned to move into the next phase of its journey, supported by: 

▪​ strengthened management depth  

▪​ improving portfolio quality  

▪​ enhanced funding access  

▪​ a more structured operating model  

The focus going forward will be on calibrated growth with consistency in outcomes. 

 

 

 



 

 

Closing Perspective 

FY2025–26 has been a year of building the core. 

The Company has focused on strengthening the foundations required for sustainable growth, with an 
emphasis on discipline, governance and execution. 

There is confidence in the direction of the business, supported by improving fundamentals and a clear 
strategic approach. 

The foundation is in place. 

The next phase is about scaling it with discipline. 

​
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