RESULT UPDATE

MUTHOOT FINANCE

Purple patch continues

India Equity Research| Banking and Financial Services

Muthoot Finance (Muthoot) beat Q1FY21 earnings estimates due to a
strong top line and opex savings. Gold loan AUM saw a marginal, but
nevertheless less-than-expected, dip QoQ (6% QoQ fall in gold holdings
nearly mitigated by an equivalent rise in AUM/gm). However, superior NIM
(normalised for lower penal collections) supported revenue traction. GNPL
rose to 2.6% (2.2% in FY20) given lower auctions. Other businesses—home
finance, Belstar and insurance broking—understandably decelerated due to
adverse circumstances. The current environment offers unique growth and
asset safety tailwinds to gold financing—a rarity amongst lenders. Super-
normal profitability (RoE potential of >25%), strengthening gold price
tailwind and low asset quality risks compel us to increase target multiple to
3.1x FY22E P/B (2.5x earlier). This represents the very upper-end of our
comfort zone—gold financing is after all a mature credit category.
Simultaneously, we see little competitive threat from banks being allowed
to increase gold loan LTV to 90% from 75% due to non-overlapping
customer base and operational challenges of processing gold loans at scale.
Overhang of non-core businesses (~¥12% of AUM) remains the key risk.
Maintain ‘BUY’ with revised TP of INR1,450 (earlier INR1,160).

Growth steady; tailwinds in place as gold price dazzles

Gold loan AUM came in at INR405bn (marginally down QoQ), but still better than our
estimate. Gold price tailwind helped, reflected in >22% YoY/6% QoQ rise in AUM per
gram. The company has already gained strong business momentum and expects to
maintain 15% growth for FY21, which we believe will be surpassed given gold price
tailwinds. We have built in 23%/21% loan growth estimates for FY21/FY22.

Core momentum to sustain

Despite lower penal interest and a negative carry of higher liquidity, ~14% margin
underscore pricing power, with paucity of competition from in-group (other gold
jewellery financiers) as well as substitute products. We estimate core NIM to expand by
~50bps by FY22. Operating economies should support an impressive earnings trajectory.

Outlook and valuation: Richly valued; maintain ‘BUY’

We see a unique medium-term combination of strong growth and an impressive RoE of
28%, not to mention the low asset quality risk—the biggest draw in current circumstances.
Valuations do materially reflect this robustness. We maintain ‘BUY/SP’.

Financials (INR mn)
Yearto March Q1FY21 Q1FY20 Growth (%) QA4FY20 Growth (%) FY20E FY21E FY22E
Net revenue 15,139 12,171 24.4 16,326 (7.3) 59,226 71,309 85,982
Net profit 8,407 5,300 58.6 8,151 3.1 30,115 37,099 46,437
Dil. EPS (INR) 20.9 13.2 58.6 20.3 3.1 75.3 92.8 116.1
Adj. BV (INR) 275.1 349.5 446.2
Price/ Adj book (x) 4.6 3.6 2.8
Price/ Earnings (x) 16.7 13.5 10.8
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Performance of subsidiaries

e  Muthoot Homefin: Growth moderated during the quarter amid the challenging
business environment—loan book was flat QoQ at ~INR19.8bn. The focus within this
vertical continues to be on extending affordable housing finance, particularly to
economically weaker section (EWS) and lower income group (LIG) customers. Given the
challenging environment, focus on other businesses is likely to be muted.

e Belstar Investment and Finance’s loan portfolio stood at INR25.7bn (down >2% QoQ)
with 603 branches spread across Tamil Nadu, Karnataka, Madhya Pradesh,
Maharashtra, Kerala, Chattisgarh, Odisha, Gujarat, Rajasthan, Bihar, Uttar Pradesh, and
one Union Territory (Puducherry). Revenue for the quarter stood at INR1.2bn, which
translated into PAT of INR145mn (INR221mn in Q4FY20).

e Muthoot Insurance Brokers clocked softer growth with premium collection of
INR443mn (down >25% YoY).

e Asia Asset Finance’s loan portfolio contracted 3% QoQ to LKR13.5bn with 29 branches
across Sri Lanka. Revenue came in at LKR697mn (down >12% YoY); however, it reported
a loss of LKR17mn.

Table 1: Q1FY21 earnings--Key takeaways

(INR mn) Q1FY21  Q1FY20 VYoY(%)  QA4FY20 QoQ (%) Comments

Interest income 23,160 18,274 26.7 23,506 (1.5)

Interest expense 8,715 6,416 35.8 7,700 13.2

Net interest income 14,445 11,858 21.8 15,806 (8.6)

Non-interest income 694 313 121.8 520 334

Net revenues 15,139 12,171 24.4 16,326 (7.3) Revenue traction continued following strong
growth and superior NIIMs

Operating expenses 3,738 3,972 (5.9) 5,304 (29.5)

-Staff expense 2,362 2,295 2.9 3,088 (23.5)

-Depreciation 99 96 3.5 122 (18.9)

-Other opex 1,277 1,581 (19.2) 2,094 (39.0)

Operating profit 11,400 8,199 39.0 11,021 3.4

Provisions 146 33 NM 48 205.3 Asset quality continues to be steady

Profit before tax 11,255 8,166 37.8 10,974 2.6

Tax expense 2,847 2,866 (0.7) 2,822 0.9

Profit after tax 8,408 5,300 58.6 8,152 3.1

EPS (INR) 20.9 13.2 58.6 20.3 3.1

Source: Company, Edelweiss research



Table 1: Q1FY21 earnings--Key takeaways (Contd...)

Muthoot Finance

(INR mn) Q1FY21  Q1FY20 VYoY(%)  Q4FY20 QoQ (%) Comments
Key Metrics
Gross retail loan AUM 4,12,957 3,58,159 15.3 4,16,106 (0.8)
Gold loans 4,04,949 3,51,708 15.1 4,07,724 (0.7)
AUM growth picked up sharply following
gold price tailwinds
Other loans 8,008 6,451 24.1 8,382 (4.5)
Gold holding (tonnes) 165 176 (6.3) 176 (6.3)
Subsidiaries
Asia Asset Finance
Loan portfolio (LKR) 13,481 12,904 4.5 13,839 (2.6)
PAT (LKR) (17) 25  (168.0) (20) (15.0)
Muthoot Homefin
Loan portfolio 19,787 19,875 (0.4) 19,769 0.1
PAT 4 62 (93.5) 12 (66.7)
Muthoot Insurance Brokers
Premium collection 443 606 (26.9) 1,063 (58.3)
PAT 42 27 55.6 (14)  (400.0)
Belstar Investment & Finance
Loan portfolio 25,754 19,385 32.9 26,310 (2.1)
PAT 145 229 (36.7) 221 (34.4)
Source: Company, Edelweiss research
Table 2: Trades at 2.7x FY22E P/BV for RoE (consol) at 25% plus
Standalone Consolidated
FY19 FY20E FY21E FY22E FY19 FY20E FY21E FY22E
Net profit (INR mn) 19,721 30,115 37,099 46,437 21,157 31,598 38,743 48,360
Networth (INR mn) 91,709 1,14,804 1,45,117 1,84,184 93,145 1,16,288 1,46,762 1,86,106
RoAUM (%) 6.3 8.1 8.1 8.3 5.2 5.0 6.2 6.3
ROE (%) 23.3 29.2 28.5 28.2 24.6 30.2 29.5 29.1
EPS (INR) 49.3 75.3 92.8 116.1 52.9 79.0 96.9 1209
Book value (INR) 229.6 287.4 363.2 461.0 232.9 290.7 366.9 465.3
Diluted P/E 25.5 16.7 135 10.8 14.1 9.5 13.0 104
P/BV 5.5 4.4 3.5 2.7 3.2 2.6 3.4 2.7
Source: Company, Edelweiss research
Table 3: Asset quality remains benign
(INR mn) Q1FY20 Q2FY20 Q3FY20 QA4FY20 Q1FY21
Stage 3 loan asset 11,474 12,267 9,769 8,992 10,553
% Stage 3 asset on gross loan asset 3.4 2.5 2.2 2.6
ECL provision 6,896 7,014 7,178 5,427 5,538
ECL provision as % of gross loan assets 2.0 1.9 1.3 1.3
Excess provision outstanding in books 1,199 1,199 1,191 2,954 2,954

Source: Company
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Chart 1: Superior NIM helps sustain revenue traction
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Chart 2: Borrowings composition
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Chart 3: Growth gains momentum riding gold price tailwind
650 3,000
520 2,700
390 2,400
260 2,100
130 1,800
0 1,500

FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E FY22E
I Gold loan AUMSs (INR bn, LHS) Gold loan AUMs (tonnes, LHS)
Gold loan AUMs / gms (RHS)

Source: Company, Edelweiss research



Muthoot Finance

Chart 4: Consolidated growth traction to be relatively softer for other businesses
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Chart 5: Branch expansion has picked up pace since past few quarters
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Chart 6: Headcount moves in line with branch expansion
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Financial snapshot (INR mn)
Year to March Q1FY21 Q1FY20 % change Q4FY20 % change FY20 FY21E FY22E
Operating income 23,160 18,274 26.7 23,506 (1.5) 85,650 102,300 122,958
Interest expanded 8,715 6,416 35.8 7,700 13.2 28,008 32,653 38,723
Other income 694 313 121.8 520 334 1,584 1,663 1,746
Net revenues 15,139 12,171 24.4 16,326 (7.3) 59,226 71,309 85,982
Operating expenses 3,639 3,876 (6.1) 5,182 (29.8) 17,360 19,158 21,261
Pre-provision profit 11,499 8,295 38.6 11,143 3.2 41,865 52,151 64,721
Provisions & write-offs 146 33 342.5 48 205.3 956 1,811 1,895
Operating profit 11,354 8,262 37.4 11,096 2.3 40,909 50,340 62,826
Depreciation 99 96 3.5 122 (18.9) 433 543 495
Profit before tax 11,254 8,166 37.8 10,973 2.6 40,477 49,797 62,331
Tax 2,847 2,866 (0.7) 2,822 0.9 10,362 12,698 15,895
PAT 8,407 5,300 58.6 8,151 3.1 30,115 37,099 46,437
Diluted EPS (INR) 20.9 13.2 58.6 20.3 3.1 75.3 92.8 116.1
Branches (No.) 4,573 4,502 4,567 4,567 4,667 4,767
Employees (No.) 25,430 24,644 25,554 25,224 25,776 26,329
AUM 404,949 351,708 407,724 407,724 504,148 611,761
Ratios

Gross NPA - Gold loan(%) - - - 8,806.8 10,083.0 11,011.7
Tax rate (%) 25.3 35.1 25.7 25.6 25.5 255
B/V per share (INR) - - - 287.4 363.2 461.0
Adj book value / share - - - 275.1 349.5 446.2
Price/ Book (x) - - - 4.4 3.5 2.7
Price/ Adj. book (x) - - - 4.6 3.6 2.8
Price/ Earnings - - - 16.7 13.5 10.8




Muthoot Finance

Q1FY21 Earnings Call Takeaway
With respect to current performance

Aspires to achieve a 15% growth in AUM in FY21

o  Gold loan will be growing well while other lines have low prospects for this year

o Disbursements are almost nil in all other lines of business except gold loans; Only
collections are happening in non-gold business lines

Plan to open around 250 branches in the next 12 months as the company remains
bullish on the growth prospects of gold loans

Competition for gold loans from Banks and other lenders has always existed;
Management is not very worried as these small ticket businesses take time to specialize

Not in favor of auctioning gold and returning money to customers (even where due
amount is pending for 12 months)

o It hurts customer relationship and
o The company is protected by the value of gold

Digital conversion of customers is gaining traction as share of transacting customers is
up from 19% to 40% post-pandemic

Linked 10 lakh customer bank accounts with the systems of the company in Q1FY21

Launched a new product called gold unlock — where the company values gold, keeps it
in a locker and provided loans against the same, if required; The storage of gold is fully
insured

Offering a Covid-19 cover of INR1lakh to customers at a nominal cost of Re 1; This also
helps in building loyalty

Comfortable liquidity position maintained since IL&FS crisis and all debt commitments
are being fulfilled on time. Not opted for moratoriums from any lenders

o  Liquidity buffer of INR85mn

o No major repayments due in the next 6 months

Collection efficiency has consistently increased on a month on month basis; For July, it
was 76%

Top ups have been higher compared to earlier scenario; However, there is sufficient
room to grow with the current LTV level of 54%

Repeat customers are close to 80% in Q1FY21; These are not customers renewing their
loans but taking new loans. For example, an existing customer who does not have any
active loan may decide to take a fresh loan

For fresh loans, demand is from both new customers as well as existing ones

Tonnage is lesser as new customers require lesser gold to borrow the same amount as
before; Tonnage is also a function of the gold price

Range of interest rate charges is 11.99% to 23% with overall book more titled towards
higher end of range

Average duration of loans is 3-5 months

With respect to subsidiary

For all subsidiaries, fresh capital injection should not be needed in FY21 as the company will
not push for aggressive growth opportunities

Growth prospects are dim for FY21

Disbursement policy will be calibrated after taking into account the on ground situation,

once moratorium is over
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Company Description

Muthoot is the largest gold-financing NBFC with an operating history of more than 70 years
when M George Muthoot (father of promoters) founded a gold loan business in 1939. At
present, it is a closely held family-owned business with promoters (sons of M. George
Muthoot and their family) continuing to hold a substantial stake. Headquartered in Kerala,
the gold loan NBFC has a network of 5,190 branches, with majority located in southern
India. Muthoot has created a leadership position in lending against gold jewellery with
AUMs of ~INR357bn.

The Muthoot group has interests in diversified businesses in areas of hospitality, media,
education, healthcare, information technology, etc. However, gold loans continue to be the
mainstay; hence Muthoot Finance continues to be the flagship company.

Investment Theme

Muthoot’s outlook supported by a gold price tailwind promises accelerated earnings
momentum. We see a unique medium term combination of strong growth and an
impressive RoE of 28%, not to mention the low asset quality risk. Retain ‘BUY/SO’.

Key Risks

Gold loan dynamics in regions beyond South India are different.

Growth might come under pressure in case of slower ramp-up of branches or decline in gold
price.



Financial Statements

Muthoot Finance

Key Assumptions Income statement (INR mn)
Year to March FY19 FY20 FY21E FY22E  Year to March FY19 FY20 FY21E FY22E
Macro Interest income 67,857 85,650 102,300 122,958
GDP(Y-0-Y %) 6.8 5.0 (4.0) 7.0 Interest expended 22,368 28,008 32,653 38,723
Inflation (Avg) 3.4 43 4.8 5.0 Netinterestincome 45,489 57,642 69,646 84,235
Repo rate (exit rate) 6.3 5.2 4.5 5.0 - Fee & forexincome 950 1,584 1,663 1,746
USD/INR (Avg) 70.0 71.5 71.0 70.0 Netrevenues 46,439 59,226 71,309 85,982
Sector Operating expense 15,396 17,793 19,701 21,756
Credit growth 14.0 11.0 13.0 15.0 - Employee exp 8,414 9,641 11,035 12,624
Deposit growth 13.0 12.0 14.0 15.0 - Depn /amortisation 421 433 543 495
Bank's base rate (%) 9.0 8.7 8.5 8.5 - Other opex 6,560 7,719 8,123 8,637
Wholesale borr. cost (%) 8.5 8.5 8.3 8.1  Preprovision profit 31,043 41,433 51,608 64,226
G-sec yield 7.0 7.1 7.1 7.1  Provisions 275 956 1,811 1,895
Company Profit Before Tax 30,768 40,477 49,797 62,331
Yield on advances 21.7 23.0 22.4 22.0  Less: Provision for Tax 11,047 10,362 12,698 15,895
Cost of funds 9.5 9.9 9.6 9.6  Profit After Tax 19,721 30,115 37,099 46,437
Net interest margins 14.3 15.0 14.9 14.8  Reported Profit 19,721 30,115 37,099 46,437
- employee cost 9.4 12.4 12.0 12.0  Shares o /s (mn) 400 400 400 400
- advertisement 5.0 30.0 10.0 7.0  Basic EPS (INR) 49.3 75.3 92.8 116.1
-rent 1.2 6.0 5.0 4.0 Diluted shares o/s (mn) 400 400 400 400
Tax rate (%) 359 25.6 255 25.5  Adj. Diluted EPS (INR) 49.3 75.3 92.8 116.1
Number of branches 4,480 4,567 4,667 4,767  Dividend per share (DPS) 12.0 15.0 14.5 15.8
Gold loan tenure 2.6 2.6 2.6 2.6  Dividend Payout Ratio(%) 24.3 19.9 15.6 13.6
AUM s (in tonnes)/branch 37.8 38.5 42.4 46.6
Average INR per gm 1,983.1 2,316.6 2,548.3 2,752.1 Growth ratios (%)
Average LTV 70.8 71.0 71.0 71.0  Year to March FY19 FY20 FY21E FY22E
Gross NPLs 2.7 2.2 2.0 1.8 Revenues 7.9 27.5 20.4 20.6
Prov Cov 20.0 20.2 22.0 23.0 NIl growth 7.4 26.7 20.8 20.9
Opex growth 17.9 15.6 10.7 10.4
PPP growth 3.6 335 24.6 244
Provisions growth (88.5) 247.7 89.5 4.6
Adjusted Profit 14.6 52.7 23.2 25.2
Operating ratios
Year to March FY19 FY20 FY21E FY22E
Yield on advances 21.7 23.0 22.4 22.0
Cost of funds 9.5 9.9 9.6 9.6
Net interest margins 14.3 15.0 14.9 14.8
Spread 11.9 12.4 12.3 12.1
Cost-income 33.2 30.0 27.6 25.3
Tax rate 35.9 25.6 25.5 25.5




Banking and Financial Services

Balance sheet (INR mn) RoE decomposition (%)

As on 31st March FY19 FY20 FY21E FY22E  Year to March FY19 FY20 FY21E FY22E

Share capital 4,000 4,000 4,000 4,000 Net int. income/assets 14.3 15.0 14.9 14.8

Reserves & Surplus 87,709 110,804 141,118 180,184 Non int. income/assets 0.3 0.4 0.4 0.3

Shareholders' funds 91,709 114,804 145,117 184,184 Net revenues/assets 14.6 15.5 15.3 15.1

Long term borrowings 77,610 91,742 111,469 131,754  Operating expense/assets (4.8) (4.6) (4.2) (3.8)

Short term borrowings 181,090 214,066 260,094 307,425 Provisions/assets (0.1) (0.2) (0.4) (0.3)

Total Borrowings 258,700 305,808 371,563 439,179  Taxes/assets (3.5) (2.7) (2.7) (2.8)

Long Term Liabilities 15,114 16,851 17,934 20,569  Total costs/assets (8.4) (7.6) (7.3) (7.0)

Def. Tax Liability (net) (340) (340) (340) (340) ROA 6.2 7.9 8.0 8.2

Sources of funds 365,183 437,124 534,274 643,592 Equity/assets 26.6 27.0 27.9 29.0

Gross Block 6,757 7,064 7,418 7,771  ROAE (%) 233 29.2 28.5 28.2

Net Block 2,082 1,957 1,767 1,625

Intangible Assets 44 41 37 34  Valuation parameters

Total Fixed Assets 2,126 1,998 1,805 1,660 Year to March FY19 FY20 FY21E FY22E

Non current investments 4,138 4,438 4,738 5,038  Adj. Diluted EPS (INR) 49.3 75.3 92.8 116.1

Cash and Equivalents 16,919 15,977 16,500 16,500 Y-o0-Y growth (%) 14.6 52.7 23.2 25.2

Loans & Advances 335,853 407,724 504,148 611,761 BV per share (INR) 229.6 287.4 363.2 461.0

Current assets (ex cash) 11,184 12,604 13,061 15,489

Trade payable 806 899 957 1,097

Other Current Liab 4,232 4,718 5,022 5,759

Total Current Liab 5,038 5,617 5,978 6,856

Net Curr Assets-ex cash 6,146 6,987 7,083 8,633

Uses of funds 365,183 437,124 534,274 643,592

BVPS (INR) 229.6 287.4 363.2 461.0

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

Name FY21E FY22E FY21E FY22E FY21E FY22E
Muthoot Finance 135 10.8 3.5 2.7 28.5 28.2
HDFC o o 2.6 2.4 12.2 12.0
Indiabulls Housing Finance 4.9 3.8 0.6 0.6 12.9 15.5
LIC Housing Finance 4.8 4.2 0.7 0.6 14.9 15.3
Mahindra & Mahindra Financial Services 10.9 8.8 0.9 0.9 8.7 10.4
Manappuram Finance 8.9 7.7 2.2 1.9 26.8 26.9
Aavas 51.9 38.1 4.8 4.2 9.6 11.8
Repco Home Finance 2.3 2.0 0.4 0.3 17.2 17.1
Shriram City Union Finance 4.8 4.7 - - 12.1 11.3
Shriram Transport Finance 4.4 3.9 0.8 0.6 18.6 17.9
Median 4.8 4.0 0.7 0.6 13.9 15.4
AVERAGE 55 4.7 1.1 1.0 15.8 16.2

Source: Edelweiss research



Additional Data

Directors Data

Muthoot Finance

M. G. George Muthoot
George Thomas Muthoot
George Joseph

Jose Mathew

Alexander Muthoot George
Pratip Chaudhuri

Chairman

Executive Director

Non-Executive - Independent Director
Non-Executive - Independent Directo
Executive Director

Independent Director

George Alexander Muthoot
George Jacob Muthoot
Jacob Benjamin Koshy
Pamela Anna Mathew

K George John

KJohn Mathew

Managing Director

Executive Director

Non-Executive - Independent Director
Non-Executive - Independent Director
Independent Non-Executive Director
Independent Non-Executive Director

Auditors - Rangamani & Co.

Holding - Top 10

*as per last annual report

Perc. Holding Perc. Holding
UTI Asset Management 1.07 Nippon Life India Asset Management 1.01
Dimensional Fund Advisors 0.98 Vanguard Group 0.84
AllianceBernstein 0.80 ICICI Prudential Asset Management 0.79
Mirae Asset Global Investments 0.68 L&T Mutual Fund 0.64
Government Pension Fund - Global 0.61 Tata Asset Management 0.55
*as per last available data
Bulk Deals
Data Acquired / Seller B/S Qty Traded Price
No Data Available
*in last one year
Insider Trades
Reporting Data Acquired / Seller B/S Qty Traded

No Data Available

*in last one year



RATING & INTERPRETATION _

STOCK
RATING

Company Absolute Relative Relative | Company Absolute Relative  Relative
reco reco risk reco reco
Aavas Financiers REDUCE NV
Axis Bank HOLD SO
Bank of Baroda BUY Su
HDFC BUY SO
ICICI Bank SO
Kotak Mahindra Bank SP
LIC Housing Finance SO

<

Bajaj Finserv REDUCE SuU
DCB Bank BUY SP
Federal Bank BUY SO
HDFC Bank BUY SO
IDFC FIRST BANK HOLD SP
Indusind Bank HOLD SO
Multi Commodity Exchange of India HOLD SP

—

Mahindra & Mahindra Financial Services SP Power Finance Corp BUY SP
REC BUY SP

Shriram City Union Finance BUY SP

Max Financial Services SO
Muthoot Finance Nej
Punjab National Bank UNDER REVIEW SuU Shriram Transport Finance BUY SO

Yes Bank UNDER REVIEW SP

T 2= <L e 0 2

Repco Home Finance BUY SP

—r £~ 2L -7 2L

State Bank of India BUY SO

ABSOLUTE RATING

Ratings Expected absolute returns over 12 months
Buy More than 15%
Hold Between 15% and - 5%

Reduce Less than -5%

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

Aavas Financiers, 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, Indusind Bank, ICICI Prudential Life Insurance
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Shriram City Union Finance, Shriram Transport Finance, Yes Bank

Recent Research

Date Company Title Price (INR) Recos
18-Aug-20 HDFC Steady, but not invulnerable; 1,819 Buy
Post Conference Notes
18-Aug-20 Kotak Equity sanctity benchmark; 1,368 Buy
Mahindra  growth will be watched ;
Bank Post Conference Notes
18-Aug-20 Shriram Focus shifting from liability 679 Buy

Transport  availability to asset outcome;
Finance Post Conference Notes

Distribution of Ratings / Market Cap
Edelweiss Research Coverage Universe Rating Interpretation
Buy Hold Reduce Total Rating Expected to
Rating Distribution* 161 67 11 240 Buy appreciate more than 15% over a 12-month period
* 1stocks under review
i 159 12- i
> 50bn Between 10bn and 50 bn <10bn Hold appreciate up to 15% over a 12-month period
Reduce depreciate more than 5% over a 12-month period
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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.

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.
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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.

Disclaimer for Hong Kong persons

This report is distributed in Hong Kong by Edelweiss Securities (Hong Kong) Private Limited (ESHK), a licensed corporation (BOM -874)
licensed and regulated by the Hong Kong Securities and Futures Commission (SFC) pursuant to Section 116(1) of the Securities and
Futures Ordinance “SFO”. This report is intended for distribution only to “Professional Investors” as defined in Part | of Schedule 1 to
SFO. Any investment or investment activity to which this document relates is only available to professional investor and will be engaged
only with professional investors.” Nothing here is an offer or solicitation of these securities, products and services in any jurisdiction
where their offer or sale is not qualified or exempt from registration. The report also does not constitute a personal recommendation or
take into account the particular investment objectives, financial situations, or needs of any individual recipients. The Indian Analyst(s)
who compile this report is/are not located in Hong Kong and is/are not licensed to carry on regulated activities in Hong Kong and does
not / do not hold themselves out as being able to do so.
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