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Initiating Coverage  
Manappuram Finance Ltd 

Realigned business mix to aid growth Buy 
 

Manappuram Finance Ltd (MFL) has recomposed its business from being a 
traditional gold loan lender to a NBFC operating in four major segments – gold 
loans, microfinance, housing loans and commercial vehicle (CV) loans. While 
gold loans comprise the major portion of assets under management (AUM) at 
81% for FY17, the company has re-calibrated its products from traditional long 
term loans to several shorter term lending products to increase cushion from 
fluctuation in gold prices and improve growth. Going ahead, the contribution of 
the non-gold business is expected to increase to ~32% by FY19E. Over FY17-19E, 
the overall AUM is expected to grow 22% to ₹20,278 crore. 

Recommendation: While FY17 had its own challenges in terms of demonetization 
led decline in disbursements, non-recoveries of loans resulting in higher NPAs and 
overall weakness in profitability, MFL has maintained healthy growth in AUM and 
profitability along with a limited impact on NPAs. Going ahead, the overall AUM is 
expected to witness a 24% growth with healthy return ratios of 5.8% RoA and 
25.9% RoE by FY19E. Considering the robust financial growth expected from re-
alignment of business strategies by increasing presence in high-growth segments, 
we are positive on the stock of MFL which trades at 1.8x its FY19E ABV. We 
initiate coverage on MFL with a Buy rating and a target price of ₹140, valuing the 
stock at 2.4x its FY19E ABV. 

Re-aligning gold loan products to reduce commodity price risk: The company has 
re-aligned its traditional gold loan offering having 12 month tenure into several 
shorter term products with varying loan-to-value (LTVs). In the new scheme of 
things, the company has deigned higher LTV (75%) products for very short term (3 
months) and lower LTV of 60% for 12 month product. This has resulted in 
increasing the buffer for fluctuation in the gold prices from 4% earlier to a range 
of 17.5-23.2% with the new set of products. 

Growth to be led by non-gold businesses: The non-gold business of MFL has 
grown to ₹2,653 crore as on 30 Jun’17 compared to mere ₹8 crore at the end of 
FY14, taking it to 19.8% of the consolidated AUM. A larger contribution and 
traction has come in by way of acquiring Ashirwad Microfinance and business 
growth therein – 6x over FY15-17. To reduce the risk involved in the gold loan 
business the company has also started mortgage and housing finance along with 
CV financing. In FY17, this led to an overall AUM growth of 19.5% despite a slower 
growth of 10% in the gold AUM. Going ahead, the non-gold business of MFL is 
expected to reach about 32% of the total with overall business expected to 
witness 22% CAGR over FY17-19E to ₹20,278 crore. 

Asset quality to improve: Historically, MFL has been maintaining non-performing 
assets (NPAs) below 1.5% gross NPAs (<1% net NPAs). Due to the impact of 
demonetization and delay in recoveries of loans, the gross NPA had increased to 
2.30% as on 31 Dec’16. However, by the end of FY17, with an improvement in 
recoveries and gold auctions, the gross NPA declined 34bps QoQ to 1.96% and 
further to 1.1% as on 30 Jun’17. Going ahead, over FY17-19E, the consolidated 
gross and net NPAs are expected to decline to 0.97% and 0.73% on the back of 
improvement in recoveries across all businesses; especially in microfinance. 

Risk factors: a) Fall in gold prices could affect the LTVs; b) Any regulatory changes 
to curb gold loan tickets, disbursements or any kind of growth; 

          Key  Data 

Current Market Price (₹) 105 

Target Price (₹) 140 

Potential upside  33.3 

Sector Relative to Market In-Line 

Stock Relative to Sector Outperform 
 

Stock  Information 

BSE Code 531213 

NSE Code MANAPPURAM 

Face Value (₹/Share) 2.0 

No. of shares (Cr.) 84.2 

Market Cap (₹ Cr.) 8,840 

Free float (₹ Cr.) 6,012 

52 Week H / L (₹) 113 / 58 

Avg. Daily turnover (12M, ₹ Cr.) 57.5 

 

Shareholding Pattern (%) 

 Jun-17 Jun-16 

Promoters 34.5 34.5 

Mutual Funds 4.9 5.0 

FPIs 33.5 36.8 

Others including Public 27.1 23.7 
 

1 year Indexed Price Performance 
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Price Performance (%) 

  1M 3M 6M 12M 

Manappuram -2.6 6.8 12.6 12.1 

S&P BSE 200 0.8 3.6 11.3 20.6 

Nifty Fin. Serv. -0.9 4.4 15.1 30.3 

Source:  Bloomberg, Centrum Wealth Research 
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Financial Summary 
Y/E Mar (₹ Cr.) NII YoY (%) Net Profit YoY (%) Net NPA (%) RoE (%) RoA (%) ABV (₹) P/ABV (x) 

FY15A 1,109 3.3 271 20.1 1.00 10.6 2.4 30.22 3.5 

FY16A 1,413 27.4 355 30.9 0.70 13.2 2.9 31.86 3.3 

FY17A 2,219 57.0 756 112.8 1.86 24.7 5.4 36.87 2.8 

FY18E 2,775 25.1 977 29.3 0.90 26.2 5.9 46.98 2.2 

FY19E 3,334 20.1 1180 20.8 0.76 25.9 5.8 57.78 1.8 

Source: Company, Centrum Wealth Research 
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About the Company 

Manappuram Finance Ltd. (MFL) is one of India’s leading gold loan non-banking financial services company (NBFC), founded in 
1949 in Thrissur, Kerala. The firm was involved in pawn broking and money lending carried out on a modest scale. Since then, it 
has had an unparalleled growth with many milestones crossed.  

MFL is a non-deposit taking NBFC operating through 3,293 branches across 23 states & 4 union territories, having an assets 
under management (AUM) of nearly ₹13,300 crore as on 30 Jun’17 (₹10,727 in gold loans i.e. 80% of total AUM). 

Over the last 3 years (FY14-17), on a consolidated basis, the company’s on balance sheet loan book has witnessed 19% CAGR to 
₹13,842 crore at the end FY17 and a net profit CAGR of 50% to ₹756 crore. During FY17, the overall business was impacted by 
slowdown in the southern states and demonetization (mainly impacting the microfinance business – Ashirwad Microfinance). 
However, the company continued to post robust growth – AUM growth of 19.5% in FY17, net interest income up 57% and net 
profit up 113% vs. that in FY16. 

 

Exhibit 1: Management Profile 

 
Source: Company, Centrum Wealth Research 

 

Established pan-India presence to reduce concentration risk 

MFL has a pan-India presence with through 3,293 branches spread across 23 States and 4 Union territories in India, as on 30 
Jun’17. This has helped the company reduce its branch network concentration to the southern states from 76% in FY11 to 60% 
currently. As a result, the company’s gold AUM concentration in South India also reduced to 63% from 87% at the end of FY11. 

 

Exhibit 2: Pan-India presence 
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Source: Company, Centrum Wealth Research  
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Background: Decline in Gold Loan AUM and profitability - What fueled it? 

Years 2012-15 marked the change in the gold price trends globally, thus ending the bull-run therein. During this period, the gold 
prices remained highly volatile resulting in increased concerns over the related businesses (such as jewellery making and 
exports, gold loans, etc) as well as the ‘perpetually yielding’ image of gold as an investment commodity. 

Between 31 Aug’12 and 29 Jun’13, the domestic gold price fell by ~18% (the highest fall in many years) after which it bounced 
back by ~29% through 31 Aug’13. However, with the continuing volatility, the price of the yellow metal declined again by ~25%  
through 31 Jul’15. Since the first decline in the gold prices, the commodity has largely remained range bound. 

 
Exhibit 3: End of LT Bull-run in gold prices… 

 
Source: Bloomberg, Centrum Wealth Research 

 
Apart from the volatility in gold prices, several regulatory changes also resulted in the overall slowdown in the industry. 
 
Exhibit 4: Impact of RBI’s actions on the gold loan business 

Action by RBI Intention / Concern Result 

Mar’12 - Capped the loan-to-value (LTV) 
ratio for non-banking finance companies 
(NBFCs) from 75% to 60% 

Rising concerns about the exponential 
AUM growth of the gold loan 
companies which were highly exposed 
to the volatility of gold prices 

 This not just resulted in slower loan 
growth, but also impacted the 
interest incomes of the companies; 

 Borrowing cost increased 
considerably due to removal of PSL 
status; 

 LTV cap resulted in loss of 
competitive position vs. banks as 
customers seeking high LTV moved 
out; 

Removal of priority sector lending (PSL) 
status 

- 

Banned the grant of advance against 
bullion/primary gold and gold coins 

To curb exponential growth 

RBI mandated that NBFCs having their 
main business as gold loans (>=50% of 
total AUM) would have to maintain a 
Tier-l capital of 12% from 1 Apr’14 
onwards compared to 10% earlier 

To limit the exposure of banks and 
public (via debentures) to the gold loan 
companies 

 Loan growth tapered; 
 Decline in yields and increasing cost 

of funds led to moderation in 
profitability; 

Source: Company, Centrum Wealth Research 

 

The major problem existed with loans that were disbursed prior to the fall in gold prices as they not just had the benefit of 
higher collateral valuation but higher LTVs too. During FY12, the gold loan LTVs for MFL and other gold loan companies were 
around 85% with the tenure of loan being 1 year (12 months). 

Post the fall in gold prices, the LTVs raced as high as +90%, thus creating humungous risk to the lending companies. The global 
gold price crash also resulted in incremental loan defaults. The gross NPAs for MFL increased exponentially from 0.6% at the end 
of FY12 to 1.2% at the end of FY14. 
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Exhibit 5: Declining AUM in FY13 & FY14 
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Source: Company, Centrum Wealth Research 

 

In Sept’13, the RBI increased the LTV for gold loans to 75%, thus resulting in a fair level in comparison with commercial banks 
which were lending at 75% LTVs. However in Jun’14, the LTVs at 75% were allowed only for the loans having tenure of less than 
one year (12 months). As a result of this, a large part of the loan products moved to the shorter tenure bracket. 

 

Current Scenario 

According to a report by CRISIL rating agency, the profitability of gold loan companies has improved back to the levels witnessed 
before the start of regulatory tightening in 2012. The improved profitability is mainly due to two major changes made to the 
business model in early 2014 – 1) periodic collection of interest on the loans and 2) reducing the product tenure. According to 
the agency, while the growth in gold lending will continue to be moderate, the diversification of large gold loan companies into 
other lending segments - housing, microfinance and vehicle financing - will help broad base the business and mitigate the risks 
arising from mono line gold loan business. 

Recently, in Mar’17, the RBI set the limit for cash disbursals for gold loans at ₹20,000 compared to the earlier cap of ₹100,000, 
as a part of the government’s “go digital” drive post-demonetization. The industry-wide average ticket size of gold loans stood at 
~₹30,000-₹40,000 and with the cap on cash disbursals, a larger portion of the loans have been moved to the digital platform. 
The disbursals and collections for MFL are largely through the digital route and hence, the company had no significant impact 
from the development. 

Exhibit 6: Gold loans – IT/FINTECH business strategy 

 
Source: Company, Centrum Wealth Research 
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New Business Strategy  

In the last few years, the company has changed its business strategies substantially in order to deal with its dependence on gold 
prices and to boost growth. For this the company has adopted a two-stage strategy - 1) Strengthening its existing gold loan 
business and 2) Addition of new businesses. 

 

Exhibit 7: New Business Strategy 

STRENGTHEN THE 
CORE GOLD LOAN BUSINESS

ADDITION OF SYNERGISTIC 
NEW BUSINESS SEGMENTS

 Leveraging the strong brand equity & 
existing retail customer base;

 Addition of new synergistic product 
segments - microfinance, mortgage & 
housing finance, CV lending

 De-linking the gold business from 
gold prices;

 Focus on branch activation through 
increased incentives & performance 
scorecard;

 Enhanced marketing initiatives

 
Source: Company, Centrum Wealth Research 

 

De-linking gold business from the commodity prices  

In FY16, in order to de-link the gold lending business from the bullion prices, the company re-designed the traditional gold loan 
offering having a 12 month tenure into several shorter tenure loans with tenure of 3, 6, 9 and 12 months. The new offering were 
based on a principal - ‘Longer the tenure, lesser the LTV'.  

This resulted in a decline in the average LTV (loan-to-value) to 64% against a regulatory cap of 75% set by RBI. 

 

Exhibit 8: New gold-loan products 

  Earlier Scenario Revised short-term Gold Loan Products 

  12 Months 3 Months 6 Months 9 Months 12 Months 

Gold Value 100 100 100 100 100 

LTV (%) 75 75 70 65 60 

Loan Amount 75 75 70 65 60 

Interest Rate (%) 24 24 24 24 24 

Interest Cost 18 4.5 8.4 11.7 14.4 

Total Principal + Interest 93 79.5 78.4 76.7 74.4 

Assuming 2 Months Auction process 

Interest for other 2 Months  3.0 3.0 2.8 2.6 2.4 

Total P + I (Incl. Auction period) 96.0 82.5 81.2 79.3 76.8 

Cushion from decline in Gold Price % 4.0 17.5 18.8 20.7 23.2 

Source: Company, Centrum Wealth Research 
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Addition of Synergistic New Business Segments  

MFL has diversified its business with an aim to de-risk from the traditional gold loan lending and move into growth driven 
businesses, transforming into a full-fledged non-banking financial company (NBFC). The company now operates in four main 
business segments – gold loans, microfinance, home loans and commercial vehicle (CV) financing. The business diversification 
not only has resulted in better loan growth of 18.9% over FY14-17; but also improved the insulation from volatility in the bullion 
prices. 

 

Exhibit 9: Gradual increase in non-gold business Exhibit 10: Break-up of non-gold loans 
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Source: Company, Centrum Wealth Research Source: Company, Centrum Wealth Research 

 

Post FY14, MFL diversified into home loans (which currently stand at 2.3% of AUM at ₹310 crore), loan against property (LAP), 
microfinance (13.2% of AUM at ₹1,796 crore) and SME finance to capitalise on the synergies between its gold loan business and 
non-gold products and services.  

In Feb’15, MFL acquired Ashirvad Microfinance Pvt. Ltd. (AMPL) having an AUM of about ₹300 crore, then. Since then, the AUM 
of AMPL has more than tripled to about ₹10,000 million after the subsidiary expanded operations to new geographies like 
Madhya Pradesh, Chhattisgarh, Punjab, Haryana, Chandigarh, and UP.  

In FY15, to diversify the concentration risk further, besides microfinance, the company has also diversified into commercial 
vehicle loans, housing finance and SME loans. Put together, these other new businesses contribute an additional ₹369 crore to 
the company’s consolidated AUM of ₹9,594 crore as on 31 Mar’15.  

In the long term, the management expects MFL’s gold and non-gold business to contribute ~50% each to the revenues of the 
company. To grow its non-gold business, the company’s primary thrust would be on growing the housing loan book with key 
focus on the affordable housing segment, which is expected to grow at a robust pace considering the government’s push for 
‘housing for all by 2022’. The company also expects its commercial vehicle segment to aid the growth of non-gold book. With 
the company’s continued focus on growing its non-gold business to de-risk the overall portfolio (which is Gold-heavy currently) 
and boost growth as well as profitability, we estimate the non-gold business to increase to about 32% of the total estimated 
AUM of ₹20,278 crore by end of FY19E. 

 

Ashirwad Microfinance Ltd (AML) 

The company has a total AUM of ₹1,796 crore as on 31 Mar’17, which was a growth of 79.8% YoY and 8.8% QoQ. During FY17, 
the NII and net profit of the microfinance business witnessed a growth of 143% and 43%, respectively. Demonetisation and 
drought in southern states have also affected the performance of the microfinance subsidiary which reported relatively slower 
growth during Q3 & Q4, after growing at a robust pace over the previous several quarters. 

During Q4FY17, the microfinance NPAs increased substantially due to the impact of demonetization to 4.66% gross NPA vs. 
0.16% at the end of Q3FY17, an increase of 450bps QoQ. The net NPA stood at 1.36% compared to ‘nil’ net NPA as on 31 Dec’16. 
The company made provisions worth ₹47.7 crore resulting in net loss of ₹15.2 crore for the quarter. This caused a decline in the 
full year return ratios at 2.5% RoA and 13.9% RoE compared to 4% RoA and 20% RoE at the end of FY16.  

In Q1FY18, the net interest income of AML grew 30.6% to ₹48 crore while the company reported a net loss of ₹34 crore 
compared to a net profit of ₹13 crore in the corresponding quarter last year. This was mainly led by a 31x increase in 
provisioning at ₹72 crore compared to ₹2.3 crore in Q1FY17. The asset quality deteriorated substantially with gross NPAs 
increasing 227bps QoQ to 6.93% as on 30 Jun’17.  
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The company has identified few states as problem areas - UP, Maharashtra, part of Karnataka; and will maintain lower 
disbursements in these states. However, the business in eastern region (Bihar, Odisha, and West Bengal) is good and the 
company is also expanding to north-eastern states such as Tripura and Assam. 

Going ahead, the management expects the microfinance business to grow to ~₹2,500 crore by end of FY18 considering the 
recoveries stabilizing post-demonetization, improvement in the disbursements to pre-demonetization levels by the end of FY17 
and expected growth to come in from the company’s rural reach through over 300 of MFL’s and close to 780 branches of AML. 
Over FY17-19, we expect the microfinance AUM to witness 45% CAGR to ~₹3,800 crore. Also, as recoveries improve along with 
pick up in the smaller businesses and agricultural activities (especially in the southern states and Maharashtra), the NPAs in the 
segment are expected to improve. 

 

Housing Finance (started operations in Jan’15) 

The AUM of the housing finance business has grown exponentially to ₹310 crore as on 31 Mar’17 compared to ₹129 crore at the 
end of FY16 and ₹2.2 crore in FY15. The gross NPA in the segment stood at 1.45% as on 31 Mar’17. The AUM in the segment 
increased 3.0% QoQ and 87.6% YoY to ₹320 crore. The same is expected to double in FY18 (compared to the FY17 level), 
considering its low base and improving housing finance market. The company is focusing mainly on the affordable housing 
segment which is expected to grow at a healthy pace backed by the government’s “Housing for All by 2022” programme. Over 
FY17-19E, the housing finance portfolio is expected to increase 5x to ~₹1,400 crore. 

 

Vehicle Finance - VF (started operations in Jan’15) 

The VF segment had AUM of ₹306 crore as on 31 Mar’17, a growth of 136% vs. ₹130 crore at the end of FY16. The segment has 
gross NPA of 1.5% as on 31 Mar’17. Over FY17-19E, the vehicle finance portfolio is expected to witness 95% CAGR mainly on a 
very low base to ~₹1,162 crore. 

 

Lower levels of NPAs maintained despite all odds 

Through the years, the company has consistently maintained lower levels of non-performing assets (NPAs) below 1.5% gross 
NPAs and less than 1% net NPAs at the end of a year and has been recognizing NPAs on a 90dpd basis compared to 120dpd 
recognition mandated by RBI. This despite sharp declined in gold prices, constant volatility in the bullion markets, tightening of 
lending norms for gold loans by the RBI, and so on. MFL follows a practice of providing fully (100%) for loans which are due for 
over 120 days and 50% of loans which are due between 90 to 120 days (RBI requirement - 100% for 180+ and 50% of 90 to 180 
days). Also, the company makes provisions to the extent of 40bps for standard assets against RBI mandate of providing 35bps. 

At the end of Q3FY17, due to the impact of demonetization and delay in recoveries of loans, the asset quality weakened with 
gross NPA increasing 140bps QoQ to 2.30%. However, by the end of FY17, with an improvement in recoveries and post the gold 
auctions that were delayed from Q3FY17, the gross NPA declined 34bps QoQ to 1.96%as on 31 Mar’17. 
Going ahead, over FY17-19E, the consolidated gross and net NPAs are expected to decline to 1.03% and 0.77% on the back of 
improvement in recoveries across all businesses; especially in the microfinance business. 

 

Exhibit 11: NPA trend – while higher than past trends, remained below 2% mark 

 
Source: Company, Centrum Wealth Research  
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Quarterly performance 

 During Q1FY18, net interest income (NII) grew 19.4% YoY despite a low growth of mere 2.8% YoY in consolidated AUM to 
₹13,380 crore. On a QoQ basis, the AUM declined 2.0%.  

 Led by gold auctions, the total gold holding declined to 59.4 tonne compared to 61.1 tonne at the end of FY17. 

 The average gold loan ticket size stood at ₹33,200 as on 30 Jun’17 vs. ₹33,600 at the end of FY17. 

 The microfinance business reported net loss of ₹34 crore led by high NPA driven increase in provisioning. Gross NPA in the 
business increased to 6.93% (vs. 4.66% at the end of FY17).  

 

Exhibit 12: Quarterly Performance 

 
Q1FY17 Q2FY17 Q3FY17 Q4FY17 Q1FY18 

Interest Income 746 842 901 899 831 

Interest Expense 265 296 317 290 256 

Net Interest Income 481 546 583 608 575 

Growth % 58.8 76.0 52.6 46.0 19.4 

Other Income 5 7 5 7 24 

Net Total Income 486 553 588 615 598 

Employee Cost 121 132 125 125 141 

As % to NTI 24.8 23.8 21.3 20.4 23.5 

Other Expenses 99 109 113 143 143 

As % to NTI 20.3 19.7 19.3 23.2 23.9 

Total Expenses 220 240 239 268 284 

CI % 45.2 43.5 40.6 43.6 47.4 

Pre-Provisioning Profit 266 313 349 347 315 

Growth % 155.5 190.4 109.0 61.8 18.1 

Provisions 16 18 35 41 81 

Exceptional Item - - - - - 

PBT 250 295 314 306 234 

Tax 89 102 110 106 81 

Eff. Tax rate % 35.6 34.4 35.2 34.7 34.8 

Net Profit 161 194 204 200 153 

Growth % 169.7 203.8 101.5 53.2 -5.5 

Minority Interest 1 1 1 -1 -3 

Reported Net Profit 160 192 203 201 155 

Adj. Net Profit 160 192 203 201 155 

Growth % 170.4 205.2 101.9 51.5 -3.2 

 Source: Company, Centrum Wealth Research 

 

Key Risks 

 Fluctuation in commodity prices: Excessive fluctuation in gold prices may lead to disruption in the LTVs (loan-to-value) thus 
resulting in an increase in NPAs, slower recoveries and auctions. However, the company has changed its business model to 
get detached from the severities of the fluctuations in the commodity prices. 

 Product cycles: The gold loan cycle depends a lot on festival seasons in India. Hence, the business undergoes several cycles 
through a year. Any disruptions during a particular festive season, whether a natural calamity or any other events such as 
the demonetization, may affect the business growth negatively. 

 Lack of experience in the newer products: The company has traditionally been a gold loan company and has recently 
started growing its other non-gold business so as to reduce the dependence on a single segment. However, it must be noted 
that the company does not have any past experience in the newer businesses and may face difficulties relating to the same, 
such as recovery of loans, expansion of business, demand-supply mismatch, and so on. 
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Technical View  

 In line with its peers, Manappuram Finance is also moving in a strong uptrend by maintaining ‘Higher Highs Higher Lows’ on daily chart.  

 After making a new all-time high of 112.50, the stock corrected by around 17% in the recent past. 

 However, it took support around the 61.8% retracement levels of the previous up move and started rebounding.  

 Since, momentum oscillator ‘RSI’ is placed positively on daily chart, we are expecting the bullish momentum to continue in coming weeks 
too. 

 Thus, clients are advised to accumulate the stock in the range of 100 – 105 for the target of 130 – 137. The stop-loss for the trade set-up 
should be placed at 90 on closing basis. 

 

Exhibit 13: Technical Chart  

 
Source: Company, Centrum Wealth Research 
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Financials 

Income Statement 

Y/E Mar (₹ Cr) FY15 FY16 FY17 FY18E FY19E 

Interest Income 1,986 2,360 3,388 4,100 4,905 

Interest Expense 877 947 1,169 1,325 1,571 

Net Int. Income 1,109 1,413 2,219 2,775 3,334 

Other Income 7 14 21 25 31 

Net Total Income 1,116 1,427 2,240 2,801 3,364 

Employee Exp. 315 433 503 628 755 

Oper. Exp. 360 401 463 566 669 

Total Oper. Exp. 674 833 965 1,194 1,424 

Pre-Prov. Profit 442 593 1,275 1,607 1,940 

Provisions 28 42 109 100 122 

Exceptional Item 0 -3 0 0 0 

Profit before tax 414 549 1,166 1,507 1,819 

Tax 142 193 407 527 637 

Reported PAT 271 354 756 977 1,180 

Adj. Net Profit 271 355 756 977 1,180 

 Source: Company, Centrum Wealth Research 

 

Balance Sheet 

Y/E Mar (₹ Cr) FY15 FY16 FY17 FY18E FY19E 

 Eq. Capital   168 168 168 168 168 

 Res & Surplus   2,465 2,590 3,193 3,934 4,851 

 Net Worth   2,633 2,758 3,362 4,102 5,020 

MI & Pref in Subsidiary 20 21 24 29 34 

 Borrowings   6,942 8,367 9,403 10,915 13,181 

 Curr. Liab. & Prov.   1,912 1,569 2,246 2,931 3,919 

 Other LT Liab. 109 124 113 163 213 

 Total Liabilities   11,616 12,839 15,148 18,140 22,367 

 Cash & Bank Bal.  792 604 523 920 1,257 

 Investments   217 49 5 10 15 

 Loan Book   9,608 11,385 13,842 16,413 20,278 

 Net Deferred Tax  31 43 78 88 98 

 FA & Cap. WIP 174 195 186 195 204 

Goodwill 33 36 36 36 36 

 Other Assets   761 527 479 479 479 

 Total Assets  11,616 12,839 15,148 18,140 22,367 

 Source: Company, Centrum Wealth Research 

 
 
 
 

Key Ratios 

Y/E Mar FY15 FY16 FY17 FY18E FY19E 

Operating Ratios (%) 
     

Calculated NIM 10.8 12.5 16.8 17.5 17.1 

Cost-Income 60.4 58.4 43.1 42.6 42.3 

Cost-to-AUM 7.0 7.3 7.1 7.3 7.0 

Yield on advances 22.0 22.0 26.5 26.8 26.3 

Cost of funds 12.9 12.4 13.2 13.0 13.0 

Yield on assets 17.7 19.3 24.2 24.6 24.2 

Spread 9.1 9.7 13.3 13.8 13.2 

Effective tax rate 34.4 35.2 34.9 35.0 35.0 

Growth Ratios (%) 
     

 NII  3.3 27.4 57.0 25.1 20.1 

 PPP  13.3 34.3 114.8 26.0 20.7 

 Net Profit  20.1 30.9 112.8 29.3 20.8 

 Borrowings  4.1 20.5 12.4 16.1 20.8 

 Loan Book  16.6 18.5 21.6 18.6 23.5 

Profitability Ratios (%) 
     

 RoA  2.4 2.9 5.4 5.9 5.8 

 RoE  10.6 13.2 24.7 26.2 25.9 

Credit Quality Ratios (%) 
     

 GNPA  1.20 1.00 1.96 1.20 1.02 

 NNPA  1.00 0.70 1.86 0.90 0.76 

 Provisioning Coverage  17.2 22.4 5.0 25.0 25.0 

Dividend 
     

 Dividend Payout (%)  63.8 53.5 27.8 24.2 22.3 

 DPS (₹/share) 1.8 1.8 2 2.25 2.5 

 Dividend Yield (%)  1.7 1.7 1.9 2.1 2.4 

Valuation Ratios 
     

 EPS (₹/share) 3.2 4.2 9.0 11.6 14.0 

 ABV (₹/share) 30.2 31.9 36.9 47.0 57.8 

 P/E (x) 32.9 25.1 11.8 9.1 7.6 

 P/ABV (x)  3.5 3.3 2.8 2.2 1.8 

 Source: Company, Centrum Wealth Research 
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Appendix  

Disclaimer 
Centrum Broking Limited (“CBL”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE), National Stock Exchange of India Ltd. (NSE) and MCX-SX 
Stock Exchange Limited (MCX-SX). One of our group companies, Centrum Capital Ltd is an investment banker and an underwriter of securities. As a group Centrum has Investment 
Banking, Advisory and other business relationships with a significant percentage of the companies covered by our Research Group. Our research professionals provide important inputs 
into the Group's Investment Banking and other business selection processes. 

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses and may receive 
commission, brokerage, fees or other compensation from the company or companies that are the subject of this material/report.  Our Company and Group companies and their 
officers, directors and employees, including the analysts and others involved in the preparation or issuance of this material and their dependants, may on the date of this report or 
from, time to time have "long" or "short" positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. CBL or its affiliates do not 
own 1% or more in the equity of this company Our sales people, dealers, traders and other professionals may provide oral or written market commentary or trading strategies to our 
clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are 
inconsistent with the recommendations expressed herein. We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ 
information inconsistent or different those made in this report. In reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to 
or potential conflicts of interest. We and our Group may rely on information barriers, such as "Chinese Walls" to control the  flow of information contained in one or more areas within 
us, or other areas, units, groups or affiliates of CBL. CBL and its affiliates do not make a market in the security of the company for which this report or any report was written. Further, 
CBL or its affiliates did not make a market in the subject company’s securities at the time that the research report was published.  

This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or subscribe to any 
securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with any contract or commitment whatsoever. This 
document does not solicit any action based on the material contained herein. It is for the general information of the clients of CBL. Though disseminated to clients simultaneously, not 
all clients may receive this report at the same time. Centrum will not treat recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation 
or take into account the particular investment objectives, financial situations, or needs of individual clients. Similarly, this document does not have regard to the specific investment 
objectives, financial situation/circumstances and the particular needs of any specific person who may receive this document. The securities discussed in this report may not be suitable 
for all investors. The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this 
report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. The appropriateness of a particular investment or 
strategy will depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider and independently evaluate whether it is 
suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. Any such person shall be responsible for conducting his/her/their own 
investigation and analysis of the information contained or referred to in this document and of evaluating the merits and risks involved in the securities forming the subject matter of 
this document.  

The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant uncertainties and 
contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which the projections and forecasts were 
based will not materialize or will vary significantly from actual results, and such variances will likely increase over time. All projections and forecasts described in this report have been 
prepared solely by the authors of this report independently of the Company. These projections and forecasts were not prepared with a view toward compliance with published 
guidelines or generally accepted accounting principles. No independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You 
should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by or on behalf of the Company, CBL, Centrum group, the authors of 
this report or any other person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections and 
forecasts described in this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections and forecasts. 

The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any 
investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original  capital may occur. Actual results may differ materially 
from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. We do not provide tax advice to our clients, and all 
investors are strongly advised to consult regarding any potential investment. CBL and its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this 
report. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the 
investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including 
those involving futures, options, and other derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please ensure that 
you have read and understood the current risk disclosure documents before entering into any derivative transactions.  

This report/document has been prepared by CBL, based upon information available to the public and sources, believed to be reliable. No representation or warranty, express or implied 
is made that it is accurate or complete. CBL has reviewed the report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and 
completeness cannot be guaranteed. The opinions expressed in this document/material are subject to change without notice and have no obligation to tell you when opinions or 
information in this report change. 

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media and should not be 
reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may not be distributed to the public used by the 
public media without the express written consent of CBL. This report or any portion hereof may not be printed, sold or distributed without the written consent of CBL. 

The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and 
observe, any such restrictions. Neither CBL nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.  

This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained herein shall form the 
basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your information, may not be distributed to the press or 
other media and may not be reproduced or redistributed to any other person. The distribution of this report in other jurisdictions may be restricted by law and persons into whose 
possession this report comes should inform themselves about, and observe any such restrictions. By accepting this report, you agree to be bound by the fore going limitations. No 
representation is made that this report is accurate or complete. 

The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of CBL and are given as of this date and are subject 
to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that future results or events will be 
consistent with any such opinions, estimate or projection.  

This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person. 
Information in this document must not be relied upon as having been authorized or approved by the company or its directors or any other person. Any opinions and projections 
contained herein are entirely those of the authors. None of the company or its directors or any other person accepts any liability whatsoever for any loss arising from any use of this 
document or its contents or otherwise arising in connection therewith. 

CBL and its affiliates have not managed or co-managed a public offering for the subject company in the preceding twelve months. CBL and affiliates have not received compensation 
from the companies mentioned in the report during the period preceding twelve months from the date of this report for service in respect of public offerings, corporate finance, debt 
restructuring, investment banking or other advisory services in a merger/acquisition or some other sort of specific transaction.  

As per the declarations given by his/her, research analyst and the author of this report and/or any of his/her family members  do not serve as an officer, director or any way connected 
to the company/companies mentioned in this report. Further, as declared by his/her, he/she has not received any compensation from the above companies in the preceding twelve 
months. Our entire research professionals are our employees and are paid a salary. They do not have any other material conflict of interest of the research analyst or member of which 
the research analyst knows of has reason to know at the time of publication of the research report or at the time of the public appearance.  

While we would endeavor to update the information herein on a reasonable basis, CBL, its associated companies, their directors and employees are under no obligation to update or 
keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum from doing so. 

Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or Centrum 
policies, in circumstances where CBL is acting in an advisory capacity to this company, or any certain other circumstances. 

This report is not directed to 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 or regulation or which would subject Centrum Broking Limited or its group companies to any 
registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any 
financial instrument or as an official confirmation of any transaction to any U.S. person unless otherwise stated, this message should not be construed as official confirmation of any 
transaction. No part of this document may be distributed in Canada or used by private customers in United Kingdom.  

The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or 
copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives 
Segments” as prescribed by Securities and Exchange Board of India before investing in Indian Securities Market.  
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Disclosures under the SEBI (Research Analysts) Regulations 2014  

Disclosure of Interest Statement 

1 
Business activities of Centrum Broking 
Limited (CBL) 

Centrum Broking Limited (hereinafter referred to as “CBL”) is a registered member of NSE (Cash, F&O 
and Currency Derivatives Segments), MCX-SX (Currency Derivatives Segment) and BSE (Cash segment), 
Depository Participant of CDSL and a SEBI registered Portfolio Manager. 

2 Details of Disciplinary History of CBL 
CBL has not been debarred/ suspended by SEBI or any other regulatory authority from accessing /dealing 
in securities market. 

3 Registration status of CBL CBL is registered with SEBI as a Research Analyst (SEBI Registration No. INH000001469) 

 

4 
Whether Research analysts or relatives’ have any financial interest in the subject company 
and nature of such financial interest 

No 

5 
Whether Research analysts or relatives have actual / beneficial ownership of 1% or more in 
securities of the subject company at the end of the month immediately preceding the date 
of publication of the document. 

No 

6 Whether the research analysts or his relatives has any other material conflict of interest No 

7 
Whether research analysts have received any compensation from the subject company in 
the past 12 months and nature of products / services for which such compensation is 
received 

No 

8 
Whether the Research Analysts have received any compensation or any other benefits from 
the subject company or third party in connection with the research report 

No 

9 
Whether Research Analysts has served as an officer, director or employee of the subject 
company 

No 

10 
Whether the Research Analysts has been engaged in market making activity of the subject 
company. 

No 

 
 
 

Member (and BSE) 
 

Regn No.: 
CAPITAL MARKET SEBI REGN. NO.: BSE: INB011454239 
CAPITAL MARKET SEBI REGN. NO.: NSE: INB231454233 

DERIVATIVES SEBI REGN. NO.: NSE: INF231454233 
(TRADING & CLEARING MEMBER) 

CURRENCY DERIVATIVES: MCX-SX INE261454230 
CURRENCY DERIVATIVES:NSE (TM & SCM) – NSE 231454233 

 
 

Depository Participant (DP) 
CDSL DP ID: 120 – 12200 

SEBI REGD NO. : CDSL : IN-DP-CDSL-661-2012 
 

PORTFOLIO MANAGER 
 

SEBI REGN NO.: INP000004383 
 
 

Website: www.centrum.co.in  
Investor Grievance Email ID: investor.grievances@centrum.co.in  

 
Compliance Officer Details:  

Kavita Ravichandran 
 (022) 4215 9842; Email ID: compliance@centrum.co.in 
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