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Magma Fincorp’s (Magma) Q3FY20 PAT at INR224mn belied expectations 
following higher provisions even as core profitability came in line. Key 
highlights: i) As anticipated, business momentum normalised (post soft 
Q2FY20) & disbursements jumped 2x QoQ leading to marginal 
improvement in AUM QoQ. The growth was driven by focussed products 
(used assets, housing, SME) constituting >80% of disbursements; ii) Gross 
stage-3 rose to 6.7% (6.4% in Q2FY20) despite a seasonally strong quarter 
keeping credit cost higher following lower collection efficiency; and iii) Mr. 
Deepak Patkar was appointed CEO of the ABF business (earlier Chief Risk 
Officer) with effect from February 1, 2020, which addresses the 
management void concern. Factoring the softer 9mFY20 performance, we 
revise down FY20E EPS ~35% (on low base) & BV 1-2%. We expect 
valuations to settle lower till more comfort emerges on liquidity, 
management reshuffle and volatile credit cost. That said, 0.5x FY21E P/ABV 
implies favourable risk-reward. Maintain ‘BUY’ with TP of INR85. 
 

Asset quality volatility persists; higher credit cost surprising   

Gross stage-3 assets rose further to 6.7% (6.4% in Q2FY20) given: i) disproportionate rise in 

CV delinquency; ii) lower rollbacks adversely impacting ECL; iii) higher loss on 

settlement/resale; and iv) a conservative writing-off policy, thereby also keeping credit cost 

elevated. Stepping into Q4FY20, rise in collection efficiency and Q4 being a strong quarter 

indicates management confidence on improvement. We expect asset quality volatility to 

persist, which will rein-in investors’ confidence till stability emerges.  

 

Growth normalisation playing through; sustenance key 

After a soft Q2FY20, business momentum showed signs of normalisation with 

disbursements at ~INR20bn leading to marginal QoQ rise in AUM. Going forward, with 

reducing liquidity challenges (albeit still there), we expect funding cost to taper 

(incremental borrowing cost came off >40bps). This, along with change in portfolio mix 

(towards higher-yielding used assets), will support NIMs. That said, we believe transition 

will be slow and revenue challenges will persist. 

 

Outlook and valuation: Comforting valuations; maintain ‘BUY’ 

Magma was on track in its transformation journey, but emerging challenges—macro and 

management change—impacted 9mFY20 performance. We anticipate near-term challenges 

to persist, but valuation at 0.5x FY21E P/ABV lends comfort. We maintain ‘BUY/SP’. 
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 Business normalising; asset quality volatility persists  
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Financials (INR mn)

Year to March Q3FY20 Q3FY19 Growth % Q2FY20 Growth % FY19 FY20E FY21E

Net revenue 3,220      3,470      (7.2) 3,349      (3.8) 15,119   14,002   16,587   

Net profit 224          740          (69.7) 295          (24.2) 3,055      1,081      3,873      

Dil. EPS (INR) 0.8           2.7           (69.6) 1.1           (24.5) 11.3        4.0          14.4        

Adj. BV (INR) 93.4        95.8        113.9      

Price/ Adj book (x) 0.6          0.6          0.5          

Price/ Earnings (x) 4.9          13.8        3.8          



 

 

 

Banking and Financial Services 

2  Edelweiss Securities Limited 

Table 1: Q3FY20 earnings highlights 

 
                                             Source: Company, Edelweiss research 

 

Table 2: Asset quality softens further with higher deterioration in CV segment 

 
Source: Company  

 
  

(INR mn) Q3FY20 Q3FY19 YoY (%) Q2FY20 QoQ (%) Comments

Interest income 6,091            6,247         (2.5)           6,628         (8.1)           

Interest expense 3,103            2,869         8.2             3,420         (9.3)           

Net interest income 2,987            3,378         (11.6)         3,208         (6.9)           Revenue momentum was soft following softer 

business momentum and pressure on NIMs 

(~10bps decline sequentially)

Non-interest income 233               92               153.1        140             65.7           

Net revenues 3,220            3,470         (7.2)           3,349         (3.8)           

Operating expenses 1,736            1,749         (0.8)           1,746         (0.6)           Cost remained under control

-Staff expense 1,099            1,112         (1.1)           1,109         (0.8)           

-Depreciation 195               120             61.9           196             (0.5)           

-Other opex 441               517             (14.6)         441             (0.0)           

Operating profit 1,485            1,721         (13.7)         1,603         (7.4)           

Provisions 1,206            525             129.6        1,225         (1.6)           
Credit costs remained elevated despite a 

seasonally strong quarter largely driven by 

delequencies in CV segement and lower rollbacks 

Profit before tax 296               1,168         (74.7)         408             (27.5)         

Tax expense 72                  429             (83.3)         112             (36.3)         

Profit after tax 224               740             (69.7)         295             (24.2)         

EPS (INR) 0.8                 2.7              (69.6)         1.1              (24.5)         

Key Metrics

AUM 1,65,740       1,63,960    1.1             1,64,630    0.7             AUM witnessed marginal growth as the business 

environment remains weak

 - On book 1,47,760       1,48,230    (0.3)           1,45,810    1.3             

Disbursements 20,140          21,320       (5.5)           10,150       98.4           Disbursements normalised after a muted Q2FY20 

with >80% driven by focused products

(INR mn) Q3FY19 Q1FY20 Q2FY20 Q3FY20

Gross Stage 1 and Stage 2 assets 1,39,880 1,52,820 1,36,530 1,37,900

ECL Provision – Stage 1 and 2 3,330 3,000 2,860 2,770

Stage 1 and Stage 2 coverage ratio (%) 2.4 2.0 2.1 2.0

Gross Stage 3 assets 9,460 8,140 9,280 9,870

ECL Provision – Stage 3 3,610 2,910 3,280 3,405

Gross Stage 3 assets (%) (~ GNPA) 6.3 5.1 6.4 6.7

Net Stage 3 assets (%) (~NNPA) 4.0 3.3 4.2 4.5

Stage 3 coverage ratio (%) 38.1 35.8 35.4 34.5



 

 

 

Magma Fincorp 

3  Edelweiss Securities Limited 

Chart 1: Business momentum normalised and disbursements jumped 2x QoQ leading to marginal improvement in AUM QoQ 

        
 

Chart 2: Off-book assets at sub ~11% of total AUM  

 
 

Chart 3: Focus on higher risk-adjusted assets persists 

 
Source: Company 
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Financial snapshot        (INR mn)  
 Year to March    Q3FY20    Q3FY19    % change    Q2FY20     % change    YTD FY20    FY20E    FY21E   

Operating income  6,091    6,247    (2.5)    6,628    (8.1)   19,031  24,526    26,890   
Interest exp  3,103    2,869    8.2    3,420    (9.3)   9,811  12,423    12,341   

Other income  233    92    153.1    140    65.7   580  2,039    2,661   

Net revenues  3,220    3,470    (7.2)    3,349    (3.8)   9,800  14,002    16,587   

Staff costs  1,099    1,112    (1.1)    1,109    (0.8)   3,046  4,406    4,761   

Depreciation  195    120    61.9    196    (0.5)    557    520    548   

Other expenses  441    517    (14.6)    441    0.0    1,270    2,784    3,001   

Operating expenses  1,736    1,749    (0.8)    1,746    (0.6)    5,253    7,710    8,310   

Pre prov profit  1,485    1,721    (13.7)    1,603    (7.4)    4,547    6,153    7,655   

Provisions & writeoff  1,206    525    129.6    1,225    (1.6)    3,721    4,297    2,462   

Profit before tax  296    1,168    (74.7)    408    (27.5)    859    1,856    5,193   

Provision for taxes  72    429    (83.3)    112    (36.3)    233    774    1,320   

PAT  224  740    (69.7)    295    (24.2)    626    1,081    3,873   

Diluted EPS (INR)  0.8    2.7    (69.6)    1.1    (24.5)    2.3   4.0    14.4   

Rations (%)         

Cost/income  53.9    50.4       52.1      53.6    55.1    50.1   

Provisions / PPP  81.2  30.5       76.5       81.8    69.8    32.2   

Tax rate  24.2    36.7       27.6       27.2    41.7    25.4   

Gross NPA  6.7    6.3       6.4       6.7    5.8    5.1   

Net NPA  4.5   4.0       4.2       4.5    3.9    3.3   

Valuation metrics         

B/V per share (INR)        121.7    138.8   

Adj book value / share        95.8    113.9   

Price/ Book (x)        0.5    0.4   

Price/ Adj. book (x)        0.6    0.5   

Price/ Earnings (x)        13.8    3.8   

 

 

Change in Estimates 

 FY20E FY21E  

 New Old % change New Old % change Comments 

NII 12,103 12,701 (4.7) 14,549 15,055 (3.4) Factoring in moderate business 

momentum and pressure on NIMs 

PPOP 6,152 6,797 (9.5) 7,655 8,205 (6.7)  

Provisions 4,297 4,072 5.5 2,462 2,620 (6.0) Factoring higher credit cost amid 

weak business environment 

PAT 1,081 1,653 (35.6) 3,873 4,061 (4.6)  

NIMs 8.3 8.7  9.2 9.3   
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Q3FY20 result concall takeaways  

With respect to growth & outlook 

 The company has appointed Mr. Deepak Patkar as CEO of ABF business with effect 

from 1st February 2020. He was with Magma in capacity of Chief Risk Officer (CRO) 

since September 2018.  

 The performance of the company in Q3FY20 was much better than that in Q2FY20 as 

disbursements returned to normalised levels of INR20bn. The growth was led by 

focused products viz. used assets, affordable housing, and SME (81% share in 

disbursement compared to 60% YoY). 

 While the overall economic environment remains subdued, the company is confident 

of closing the year with AUM levels similar to FY19 (thereby adding INR5bn in 

Q4FY20). This growth would be led by focused products. 

 The risk-version toward NBFCs has reduced in Q3FY20 which is reflected in easier and 

cheaper liquidity. 

 Used Assets – Within used assets, used cars have higher share and the portfolio is 

behaving quite well. Used CVs would be mere 15% of overall used category. 

o The company diverted the disbursements to this category as new vehicle industry 

is not doing good and the EMI for customer are 35-40% lower. 

o This category has growth at CGAR of 35% over last 3 years and supports NIMs too. 

o In order to support growth, the company would look to increase distribution 

network. 

 Housing finance – The business has reported good growth in Q3FY20 with 46% YoY 

growth in home loan disbursements. 

o With focus on affordable housing, the share of home loans has increased to 46% of 

overall AUM from 34% YoY. 

o The company has on-boarded ~1000 customers in last 1 year of which mere 65 are 

1dpd+ and collection efficiency of them is ~99.7%. 

o The company would infuse equity capital of INR1bn (taking net-worth to INR5bn) 

by March 2020. 

 Overall, while the cash-flows in rural areas were stressed even in festive season, the 

company is witnessing some green-shoots in rural economy (except for CV segment) – 

and hence, Q4FY20 is expected to be a good quarter. 

 The company would focus on developing technology and automation with an aim to 

reduce operating expenses. 

 

With respect to liquidity/borrowings/margins 

 The liquidity situation has been easing for the company and it has a robust pipeline of 

funding sanctions and undrawn credit lines. 

 In Q2FY20, the company focused on availing long-term sources and in Q3FY20, the 

focus was on reducing costs. 

 The cost of borrowings is ~10.2% and is expected to decline starting Q1FY21. For FY21, 

the costs are expected to be lower by 30-50bps. 

 It has maintained ~INR27bn of liquidity (consolidated) which gives some flexibility to 

choose sources of borrowings. 
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 The incremental borrowings have been in the range of 9.2% to sub-10% (50-70bps 

lower than 2 quarters back). 

 The ALM remains comfortable with positive in all bucket. 

 

With respect to asset quality 

 While the Net Credit Loss (NCL) for the company has been quite controlled (except for 

CV where it has increased), the performance is below trend (given Q3 is a seasonally 

strong quarter) as collections have not picked up. 

 The pain in CV segment is significant given the stretched cash-flows of the borrowers 

which is preventing the roll-back from stage 3 to stage 1/2.  

o The CV segment contributes ~80% of NCL with loss on settlement/re-sale almost 

doubled YoY. 

o The release rate of repossessed vehicles has dropped to 35% from 45% earlier and 

the realisations are also lower which is leading to higher credit cost. 

o While the stress in experienced pan-India, the states of Maharashtra, Uttar 

Pradesh, Bihar, and West Bengal are relatively more stressed. 

o However, there has been an improvement of 470bps in collection efficiency in 

Q3FY20 (despite a bad October) and similar trend is observed in January 2020. 

 Overall, the company believes that credit costs have peaked out and as economy 

regains traction, the claw back of NPA customers would begin. 

 The early warning indicators (EWI) have not been stress-tested for such prolonged 

slow-down in industry hence could not capture the deterioration well in advance. 
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Q2FY20 result concall takeaways  

With respect to growth & outlook 

 The performance of the company had slowed down during the quarter given the tight 

liquidity and lower collections and the overall profitability was hurt due to higher 

funding costs and credit costs. 

 Asset liability management and conserving liquidity was top priority for the company 

over disbursement in Q2FY20 leading to subdued growth. 

o The focus remains on protecting interests of all stakeholders (especially debt 

holders).  

 However, the company believes that a major hurdle with respect to liquidity has been 

passed and H2FY20 should be better (seasonally strong period). 

 Credit cost guidance – The company increased the guidance from 1.5-1.75% earlier to 

2.25-2.5% for full year now. 

 New CEO for vehicle finance business – the company is working with head-hunters and 

the new candidate is expected to be finalised by end of fiscal (Kaushik Banarjee’s 

contract is valid till then). 

 Conversion to Small Finance Bank – tacking the current challenging environment and 

settling the business model remains the top priority post which the company would 

think about such strategic initiatives.  

 Outlook on disbursements – While the months of August and September were slow, 

momentum has picked up in October (achieved ~70% of monthly volume). 

o November and December are expected to be better thereby, Q3FY20 would be 

quite normal with > INR20bn disbursements on overall level. 

o There would be structural adjustment in product mix – SME would be calibrated, 

mortgages will contribute more, used vehicles would be increased along with some 

slow-down in CV/CE segments.  

 Co-origination – The company has started co-origination with a bank (has done with 

same bank in 2000-2008 period) in October with PV/CV/CE segments. While both 

parties have experience of working with each other, some time would be needed for 

things to settle.   

 Asset Finance –                                                                                  

o The slowdown is worst felt in commercial vehicle segment while used asset 

remains least hit. 

o There would be further strategic shift in product mix with more focus on used 

assets – 63% of disbursements in Q2FY20 were here. 

 SME financing business  –  

o There is stress in segment due to combined effect of liquidity tightness and 

economic slowdown.  

o As a result, the cautious stance would continue with preference to quality over 

growth. 

 

 Housing Finance –  

o The business continues to do well and disbursements were robust. 

o Expected to end the FY with high double digit growth.  

o The strategy remains to focus more on home loans and direct sourcing. 
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o The collection efficiency remains good at 99.8% for 12 months loans. 

o The company has received first sanction from NHB and a large lender and has 

evolved into a national player with presence in 11 states. 

 General insurance –  

o The growth remains good with expectation of ending year with high double digit 

growth.  

o The growth is driven by retail (85% of GWP in H1FY20) as well commercial 

segments. 

o During the quarter, the company was empanelled by Maruti and the benefits are 

expected to start from Q3FY20. 

 

With respect to liquidity/borrowings/margins 

 The liquidity situation was quite tight in Q2FY20 (some large repayments in July and 

August); however the company has repaid all short-term liabilities including 

commercial paper and replaced the same with better tenor matched instruments 

during the quarter. 

 It raised INR21.36bn via term loan, direct assignment & pass through certificates and 

ended the quarter with over INR19bn of Liquidity. 

 It focuses on adding lenders – have added 6 new lenders during the quarter. Has built a 

strong pipeline of long-term funds from various institutions. 

 The cost of funds spiked by 107bps YoY; however, the company expects incremental 

costs to decline by 50-70bps and the effect to be felt on average costs by April 2020. 

 During the quarter direct assignment was ~INR8.4bn compared to INR4.5bn YoY. 

 There was dip in NIM of ~130bps YoY as ~80% of the book is fixed rate compared to 

floating-rate liability. 

 Yields have been increased by ~70bps in Q2FY20 and the benefit will flow in 

subsequent quarters. 

 

With respect to asset quality 

 ABF business –  

o The collection efficiency was ~97.5% which was hit significantly in the month of 

September (94.2%). 

o There is stress in CV and CE segments with 75% of incremental stage 3 assets 

flowing from these segments (especially from Buhar, UP and West Bengal which 

contributes ~30% of AUM). 

o September was extremely soft due to floods and excessive rains in key states 

(especially in last few days). 

o The trend has been improving (>100% in August) in October despite festivals and 

holidays. November and December are expected to be better. 

o Overall, the company remains optimistic about better H2FY20. 

 In Maharashtra –  

o Collection efficiency for SME and housing segments was better in October and in 

CE segment it was ~99%. 

o ABF – October was good with >99% collection efficiency. 
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 Steady-state NPA levels – the company would be comfortable with overall NPAs at 4%-

5% with 5%-6% in ABF, ~3% in SME and ~1% in housing finance. 

 Credit cost guidance – The company increased the guidance from 1.5-1.75% earlier to 

2.25-2.5% for full year now. 

 As a policy, the company writes down exposure of 450+dpd in SME and 730+dpd in 

other businesses. 

 The increase in CPMI trend in ABF (from 4.73% to 5.35% QoQ) is largely due to CV 

segment. 

 It has taken various steps to address stress such as improved grading systems, reduced 

LTV, and focusing on select products. 

 The company does not expect any adverse impact on credit rating (especially short-

term). 

 

Other highlights 

 Efforts are being taken to reduce operating expenditure – expected to end FY20 as 

same level as FY19 

 The impact of DTA is not yet recognised – would be done by Q4FY20 worth ~INR200mn. 
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Company Description 

Magma is one of the leading NBFCs offering a range of financial products with pan-India 

presence. The company finances purchase of a gamut of products such as CVs, tractors, 

cars, used vehicles, gold as well as construction equipment with mortgages added recently 

to its portfolio. It has a strong network of 326 branches spread across 21 states/ Union 

Territories in India, with ~INR166bn assets under management 
 
Investment Theme 

Magma was on track in its transformation journey, but emerging challenges—macro and 

management change—impacted 9mFY20 performance. We anticipate near-term challenges 

to persist, but valuation at 0.5x FY21E P/ABV lends comfort. We maintain ‘BUY/SP’. 

 
Key Risks 

Despite diversifying in nine segments, auto financing (cars, CV, CE) still contributes higher to 

AUM. The growth and asset quality performance in these businesses would be correlated to 

underlying industry dynamics. Hence, Magma’s earnings as well will be subject to 

seasonality and cyclicality of the same 
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Magma Fincorp 

Financial Statements 

    
 
 

Income statement    (INR mn) 

Year to March FY19 FY20E FY21E FY22E 

Interest income 23,955 24,526 26,890 30,818 

Interest expended 10,623 12,423 12,341 13,988 

Net interest income 13,332 12,103 14,549 16,831 

Fee & other income 1,217 1,351 1,475 1,720 

Other income 596 688 1186 1396 

Net revenues 15,119 14,002 16,587 19,136 

Operating expense 7,765 7,710 8,310 9,298 

- Employee exp 3,984 4,406 4,761 5,260 

- Depn /amortisation 493 520 548 573 

- Other opex 3,288 2,784 3,001 3,465 

Preprovision profit 7,329 6,153 7,655 9,055 

Provisions 2,833 4,297 2,462 2,941 

Profit Before Tax 4,496 1,856 5,193 6,114 

Less: Provision for Tax 1,441 774 1,320 1,544 

Net profit 3,055 1,081 3,873 4,570 

Shares o /s (mn) 269 269 269 269 

Basic EPS (INR) 11.3 4.0 14.4 17.0 

Diluted shares o/s (mn) 269 269 269 269 

Adj. Diluted EPS (INR) 11.3 4.0 14.4 17.0 

Dividend per share (DPS) 0.5 0.1 0.6 0.7 

Dividend Payout Ratio (%) 5.0 5.0 5.0 5.0 

     
 

Growth ratios (%)     

Year to March FY19 FY20E FY21E FY22E 

Operating income growth 7.1 (9.2) 20.2 15.7 

Revenues 7.3 (7.4) 18.5 15.4 

Opex growth 11.3 (0.7) 7.8 11.9 

PPP growth 2.7 (16.0) 24.4 18.3 

Provisions growth (24.5) 51.7 (42.7) 19.4 

Adjusted Profit 32.4 (64.6) 258.1 18.0 

     
 

Operating ratios     

Year to March FY19 FY20E FY21E FY22E 

Yield on advances 18.0 17.2 17.4 16.8 

Cost of funds 9.7 10.8 9.9 9.5 

Net interest margins 9.8 8.3 9.2 9.0 

Spread 8.3 6.4 7.5 7.4 

Cost-income 51.4 55.1 50.1 48.6 

Tax rate 32.0 41.7 25.4 25.2 

     
 

 

Key Assumptions     

Year to March FY19 FY20E FY21E FY22E 

Macro      

 GDP(Y-o-Y %) 6.8 5.0 5.8 6.5 

 Inflation (Avg) 3.4 4.3 4.8 5.0 

 Repo rate (exit rate) 6.3 5.2 4.5 5.0 

 USD/INR (Avg) 70.0 71.5 71.0 70.0 

Sector      

 Credit growth 14.0 11.0 13.0 15.0 

 Bank's base rate (%) 9.0 8.7 8.5 8.5 

 Wholesale borr. cost (%) 8.5 8.5 8.3 8.1 

 G-sec yield 7.0 7.1 7.1 7.1 

Company      

 Yield on advances 18.0 17.2 17.4 16.8 

 Cost of funds 9.7 10.8 9.9 9.5 

 Spread 8.3 6.4 7.5 7.4 

 Employee cost growth 10.8 10.6 8.1 10.5 

 Other opex growth 12.3 (15.3) 7.8 15.5 

 Tax rate (%) 32.0 41.7 25.4 25.2 

 Dividend payout 5.0 5.0 5.0 5.0 

 Disbursement growth 22.8 (12.6) 19.5 26.8 

 Gross NPLs 5.4 5.8 5.1 4.8 

 Net NPLs 3.9 3.9 3.3 2.9 

 Provision coverage 26.7 33.7 34.7 39.9 
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Peer comparison valuation 

  Market cap Diluted P/E (X) P/B (X) ROAE (%) 

Name (USD mn) FY20E FY21E FY20E FY21E FY20E FY21E 

Magma Fincorp 208 13.8 3.8 0.5 0.4 3.4 11.0 

Aavas Financiers 2,178 59.7 49.1 7.4 6.4 13.3 14.1 

HDFC 54,739 23.4 18.1 2.5 2.3 16.2 15.4 

Indiabulls Housing Finance 1,661 5.5 5.7 0.8 0.8 15.9 14.8 

LIC Housing Finance 2,834 8.9 6.8 1.2 1.1 14.4 16.7 

Mahindra & Mahindra Financial Services 3,030 17.8 14.1 2.0 1.9 11.6 13.8 

Manappuram Finance 2,172 13.6 10.8 3.1 2.7 24.6 26.8 

Muthoot Finance 4,172 11.5 10.4 2.7 2.3 26.0 23.8 

REC 3,845 5.1 4.4 0.8 0.7 15.4 16.3 

Repco Home Finance 280 6.5 6.0 1.1 1.0 19.0 17.5 

Shriram City Union Finance 1,255 7.4 6.5 7.4 6.5 17.7 17.4 

Shriram Transport Finance 3,128 7.7 6.6 1.3 1.1 18.7 18.6 

Median - 10.2 6.7 1.3 1.1 16.1 16.5 

AVERAGE - 15.7 12.7 2.1 1.9 16.3 17.2 

Source: Edelweiss research 

RoE decomposition (%)     

Year to March FY19 FY20E FY21E FY22E 

Net int. income/assets 9.8 8.3 9.2 9.0 

Other income/Assets 0.4 0.4 0.4 0.3 

Net revenues/assets 10.3 8.7 9.5 9.3 

Operating expense/assets 5.7 5.3 5.2 5.0 

Provisions/assets 2.1 2.9 1.6 1.6 

Taxes/assets 1.1 0.5 0.8 0.8 

Total costs/assets 8.9 8.8 7.6 7.4 

ROA 2.3 0.7 2.4 2.4 

Equity/assets 20.5 22.1 22.1 21.3 

ROAE (%) 11.0 3.4 11.0 11.5 

     
 

Valuation parameters     

Year to March FY19 FY20E FY21E FY22E 

Adj. Diluted EPS (INR) 11.3 4.0 14.4 17.0 

Y-o-Y growth (%) 16.6 (64.6) 258.1 18.0 

BV per share (INR) 117.6 121.7 138.8 157.4 

Adj. BV per share  (INR) 93.4 95.8 113.9 129.5 

Diluted P/E (x) 4.9 13.8 3.8 3.3 

P/B (x) 0.5 0.5 0.4 0.4 

Price/ Adj. BV (x) 0.6 0.6 0.5 0.4 

Dividend Yield (%) 0.8 0.1 1.1 1.3 
 

 

 

Balance sheet    (INR mn) 

As on 31st March FY19 FY20E FY21E FY22E 

Share capital 538 538 538 538 

Reserves & Surplus 31,129 32,227 36,816 41,821 

Shareholders' funds 31,668 32,766 37,355 42,359 

Total Borrowings 113,453 117,002 132,184 163,365 

Long Term Liabilities 1,591 1,456 1,432 1,455 

Def. Tax Liability (net) 166 218 442 699 

Sources of funds 146,878 151,442 171,412 207,878 

Gross Block 140,964 145,015 164,763 201,092 

Net Block 5,897 6,155 6,415 6,688 

Capital work in progress 1,933 1,717 1,423 1,104 

Intangible Assets 4,449 4,380 4,541 4,814 

Total Fixed Assets 6,366 5,824 5,729 5,820 

Non current investments (1,917) (1,445) (1,188) (1,006) 

Uses of funds 146,878 151,442 171,412 207,878 

Earning assets 143,353 148,269 168,557 205,319 

Disbursements 87,667 76,590 91,561 116,078 

BVPS (INR) 117.6 121.7 138.8 157.4 

AUM 173,241 171,476 188,076 222,919 

AUM growth 10.6 (1.0) 9.7 18.5 

EA growth 12.2 3.4 13.7 21.8 

Gross NPAs 9,306.4 9,964 9,553 10,725 

Net NPAs 6,817 6,605 6,243 6,443 

Provision coverage 26.7 33.7 34.7 39.9 

Gross NPA ratio 5.4 5.8 5.1 4.8 

Net NPA ratio 3.9 3.9 3.3 2.9 
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Holding - Top10

Perc. Holding Perc. Holding 

TrueNorth 10.49                    Amansa Holdings 7.67                      

Lavender Investments 7.00                      Nippon Life India Asset Management 6.92                      

International Finance Corp. 5.06                      N J Ballas Asset Management 4.91                      

IDFC Mutual Fund 4.42                      Bank Muscat 3.25                      

ICICI Prudential Life Insurance 2.65                      Goldman Sachs Asset Management 2.42                      

*as per last available data

Insider Trades  

Reporting Data Acquired / Seller  B/S  Qty Traded 

    

No Data Available    
 

 

*in last one year 

 

Bulk Deals 
Data Acquired / Seller B/S Qty Traded Price 

     

No Data Available     
 

*in last one year 

 

Additional Data 

Directors Data 
Mayank Poddar Chairman Vijayalakshmi R Iyer Director 

V.K.Vishwanathan Director Sunil Chandiramani Director 

Narayan K.Seshadri Non Executive Independent Chairman Sanjay Chamria Vice Chairman & MD 

Bontha Prasad Rao Director   
 

 
  Auditors -  B S R & Co. LLP 

*as per last annual report 
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Company Absolute 

reco 

Relative 

reco 

Relative 

risk 

Company Absolute 

reco 

Relative 

reco 

Relative 

Risk 

Aavas Financiers REDUCE SU M Aditya Birla Capital BUY SO H 

Axis Bank BUY SO M Bajaj Finserv REDUCE SU L 

Bank of Baroda BUY SO M DCB Bank BUY SP M 

HDFC BUY SO L Federal Bank BUY SO L 

ICICI Bank BUY SO L HDFC Bank BUY SO L 

Indiabulls Housing Finance HOLD SU M IDFC FIRST BANK BUY SP L 

Kotak Mahindra Bank BUY SP M IndusInd Bank BUY SO L 

LIC Housing Finance BUY SO M L&T Finance Holdings HOLD SP M 

Mahindra & Mahindra Financial Services BUY SP M Magma Fincorp BUY SP M 

Max Financial Services BUY SO L Manappuram Finance HOLD SU H 

Muthoot Finance BUY SO M Multi Commodity Exchange of India HOLD SP M 

Punjab National Bank REDUCE SU M REC HOLD SP M 

Repco Home Finance BUY SP M Shriram City Union Finance BUY SP M 

Shriram Transport Finance BUY SO M South Indian Bank BUY SP M 

State Bank of India BUY SO L Union Bank Of India HOLD SU M 

Yes Bank BUY SP M     
 

RATING & INTERPRETATION 

RELATIVE RETURNS RATING 

Ratings Criteria

Sector Outperformer (SO) Stock return > 1.25 x Sector return

Sector Performer (SP) Stock return > 0.75 x Sector return

Stock return < 1.25 x Sector return

Sector Underperformer (SU) Stock return < 0.75 x Sector return

Sector return is market cap weighted average return for the coverage universe                      

within the sector

RELATIVE RISK RATING 

Ratings Criteria

Low (L) Bottom 1/3rd percentile in the sector

Medium (M) Middle 1/3rd percentile in the sector

High (H) Top 1/3rd percentile in the sector

Risk ratings are based on Edelweiss risk model

SECTOR RATING 

Ratings Criteria

Overweight (OW) Sector return > 1.25 x Nifty return

Equalweight (EW) Sector return > 0.75 x Nifty return

Sector return < 1.25 x Nifty return

Underweight (UW) Sector return < 0.75 x Nifty return

ABSOLUTE RATING 

Ratings Expected absolute returns over 12 months

Buy More than 15%

Hold Between 15% and - 5%

Reduce Less than -5%
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Edelweiss Securities Limited, Edelweiss House, off C.S.T. Road, Kalina, Mumbai – 400 098. 

Board: (91-22) 4009 4400, Email: research@edelweissfin.com 

Aditya Narain 

Head of Research 

aditya.narain@edelweissfin.com 

 

Coverage group(s) of stocks by primary analyst(s): Banking and Financial Services 

Aavas Financiers, Aditya Birla Capital, AU Small Finance Bank Ltd, Axis Bank, Bajaj Finserv, Bank of Baroda, DCB Bank, Equitas Holdings, Federal Bank, 
HDFC, HDFC Bank, HDFC Life Insurance Company Ltd, ICICI Bank, ICICI Lombard General Insurance Company Ltd, IDFC FIRST BANK, Indiabulls Housing 
Finance, IndusInd Bank, ICICI Prudential Life Insurance Company Ltd, Kotak Mahindra Bank, LIC Housing Finance, L&T Finance Holdings, Max Financial 
Services, Multi Commodity Exchange of India, Manappuram Finance, Magma Fincorp, Mahindra & Mahindra Financial Services, Muthoot Finance, Punjab 
National Bank, Power Finance Corp, REC, Repco Home Finance, SBI Life Insurance Company Ltd, State Bank of India, Shriram City Union Finance, Shriram 
Transport Finance, South Indian Bank, Union Bank Of India, Yes Bank 
 
 
 
 
 
 
 
 
 

Distribution of Ratings / Market Cap 

Edelweiss Research Coverage Universe  

 

Rating Distribution* 161 67 11 240 
* 1stocks under review 

 

Market Cap (INR) 156 62 11 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Date Company Title Price (INR) Recos 

 

Recent Research 

01-Feb-20 BFSI (Life 
Insurance) 

Budget commentary 
forebodes ULIP disruption;  
Budget Review 

  

01-Feb-20 BFSI Union Budget 2020 – Impact 
analysis;  
Budget Review 

  

31-Jan-20 State Bank 
 of India 

A quarter of one-offs; best 
positioned to play recovery 
cycle;  Result Update 

318 Buy 

 

 > 50bn Between 10bn and 50 bn < 10bn 

 Buy Hold Reduce Total 

 

Rating Interpretation 

  

 

Buy appreciate more than 15% over a 12-month period 

Hold appreciate up to 15% over a 12-month period 

Reduce depreciate more than 5% over a 12-month period 

Rating Expected to 
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DISCLAIMER 

Edelweiss Securities Limited (“ESL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is 
licensed to carry on the business of broking, depository services and related activities. The business of ESL and its Associates (list 
available on www.edelweissfin.com) are organized around five broad business groups – Credit including Housing and SME 
Finance, Commodities, Financial Markets, Asset Management and Life Insurance.  

This Report has been prepared by Edelweiss Securities Limited in the capacity of a Research Analyst having SEBI Registration 
No.INH200000121 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or 
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Securities as 
defined in clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency 
Derivatives. The information contained herein is from publicly available data or other sources believed to be reliable. This report is 
provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The 
user assumes the entire risk of any use made of this information. Each recipient of this report should make such investigation as it 
deems necessary to arrive at an independent evaluation of an investment in Securities referred to in this document (including the 
merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The 
investment discussed or views expressed may not be suitable for all investors.  

This information is strictly confidential and is being furnished to you solely for your information. This information should not be 
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in 
part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use 
would be contrary to law, regulation or which would subject ESL and associates / group companies to any registration or licensing 
requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons 
in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date 
of this report and there can be no assurance that future results or events will be consistent with this information. This information 
is subject to change without any prior notice. ESL reserves the right to make modifications and alterations to this statement as 
may be required from time to time. ESL or any of its associates / group companies shall not be in any way responsible for any loss 
or damage that may arise to any person from any inadvertent error in the information contained in this report. ESL is committed 
to providing independent and transparent recommendation to its clients. Neither ESL nor any of its associates, group companies, 
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential 
including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary 
trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed 
herein. Past performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in 
this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in 
the report. The information provided in these reports remains, unless otherwise stated, the copyright of ESL. All layout, design, 
original artwork, concepts and other Intellectual Properties, remains the property and copyright of ESL and may not be used in 
any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.  

ESL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including 
network (Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown, 
maintenance shutdown, breakdown of communication services or inability of the ESL to present the data. In no event shall ESL be 
liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or 
expenses arising in connection with the data presented by the ESL through this report. 

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers 
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of 
their receiving this report.  

ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to 
time, have long or short positions in, and buy or sell the Securities, mentioned herein or (b) be engaged in any other transaction 
involving such Securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the 
subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other 
potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of 
publication of research report or at the time of public appearance. ESL may have proprietary long/short position in the above 
mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not 
consider risk appetite or investment objective of any particular investor; readers are requested to take independent professional 
advice before investing. This should not be construed as invitation or solicitation to do business with ESL. 
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ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may 
have managed or co-managed public offering of securities for the subject company in the past 12 months. ESL or its associates 
may have received compensation for investment banking or merchant banking or brokerage services from the subject company in 
the past 12 months. ESL or its associates may have received any compensation for products or services other than investment 
banking or merchant banking or brokerage services from the subject company in the past 12 months. ESL or its associates have 
not received any compensation or other benefits from the Subject Company or third party in connection with the research report. 
Research analyst or his/her relative or ESL’s associates may have financial interest in the subject company. ESL and/or its Group 
Companies, their Directors, affiliates and/or employees may have interests/ positions, financial or otherwise in the 
Securities/Currencies and other investment products mentioned in this report. ESL, its associates, research analyst and his/her 
relative may have other potential/material conflict of interest with respect to any recommendation and related information and 
opinions at the time of publication of research report or at the time of public appearance.  

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange 
rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by numerous market 
factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in 
interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the 
value of the currency. Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of 
an underlying security, effectively assume currency risk. 

Research analyst has served as an officer, director or employee of subject Company: No 

ESL has financial interest in the subject companies: No 

ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month 
immediately preceding the date of publication of research report. 

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of 
the month immediately preceding the date of publication of research report: No 

ESL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately 
preceding the date of publication of research report: No 

Subject company may have been client during twelve months preceding the date of distribution of the research report. 

There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and 
material disciplinary action during the last three years except that ESL had submitted an offer of settlement with Securities and 
Exchange commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in relation to 
their charges of non registration as a broker dealer. 

A graph of daily closing prices of the securities is also available at www.nseindia.com 

Analyst Certification: 

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about 
the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or 
indirectly related to specific recommendations or views expressed in this report.  

Additional Disclaimers 

Disclaimer for U.S. Persons 

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has 
prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States 
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to 
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required 
to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public 
appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 
15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and 
Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as 
specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, 
duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor. 
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Access the entire repository of Edelweiss Research on www.edelresearch.com 

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC 
in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an 
agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in 
this research report should be effected through Edelweiss Financial Services Inc. 
 
Disclaimer for U.K. Persons 

The contents of this research report have not been approved by an authorised person within the meaning of the Financial 
Services and Markets Act 2000 ("FSMA").  
 
In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the 
“Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated 
associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being 
referred to as “relevant persons”). 
 
This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment 
activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant 
persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This 
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other 
person.  
 
Disclaimer for Canadian Persons 

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have 
prepared the research report.  The research analysts preparing the research report are resident outside the Canada and are not 
associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by 
a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario 
Securities Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of 
Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research 
analysts' business or relationship with a subject company or trading of securities by a research analyst. 
 
This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) 
who are resident in the Province of Ontario, Canada (an "Ontario Permitted Client").  If the recipient of this report is not an 
Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the report to 
the sender.  Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person. 
 
ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain 
international advisers and/or dealers.  Please be advised that (i) ESL is not registered in the Province of Ontario to trade in 
securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or 
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv) 
there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for 
service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada. 
 
Disclaimer for Singapore Persons 

In Singapore, this report is being distributed by Edelweiss Investment Advisors Private Limited ("EIAPL") (Co. Reg. No. 
201016306H) which is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to 
persons who qualify as "institutional investors" or "accredited investors" as defined in section 4A(1) of the Securities and Futures 
Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations ("FAR"), 
sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to EIAPL when providing any 
financial advisory services to an accredited investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact 
EIAPL in respect of any matter arising from, or in connection with this publication/communication. This report is not suitable for 
private investors. 

Copyright 2009 Edelweiss Research (Edelweiss Securities Ltd). All rights reserved 
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