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Investor’s Rationale 
 

 Gold AUM – Arrests the decline:  
 
Q4FY21 saw MGFL arrest the decline in its gold loan AUM to a mere 5.6% 
QoQ (vs. 12% decline in gold prices in Q4) led by a) auctioning c.Rs4bn of 
loans of defaulting customers (well within industry standards and at 
0.16% of disbursements) and b) a temporary shift in its LTV to 71% (long-
term average ~63- 64%). The largely 3-month loan tenor for MGFL (vs. 
industry practice of 6-12m), while resulting in a QoQ drop in the 
portfolio, has traditionally served well to contain NPAs through timely 
auctions. With a recovery in gold prices, new client additions, repeat 
customers (80% of customers roll over their loans), and transition of 
customers across various loan segments, we see gold AUM witness 
14.4% CAGR over FY21-23E 
 

 Vehicle financing, Housing finance – Back on track:  
 

After a prolonged period of portfolio consolidation, the VF segment grew 
6.5% QoQ (highest in last 5 quarters). CE has been on a rise; GNPA 
declined to 5% (vs. 8% in Dec’20). Restructuring in VF was a low 8%. 
Manappuram Finance has created Rs640mn of provisions (6.1% of AUM). 
HF AUM grew 5.8% YoY. CE stood at 95% (vs. 97% in Dec'20).  

 
 

 
  Valuation  

 
We have tweaked our estimates marginally on the AUM/earnings front. 
We initiate a buy on stock with Target Price of Rs 250 (2x ABV for FY23E). 
 

 
 
 

FY20 FY21 FY22E FY23E

Revenue (Rs .Cr) 3,384.8 3,970.6 4,420.7 5,316.1

EBITDA (Rs . cr) 2,244.9 2,756.1 2,999.6 3,733.4

Adj. profi t (Rs .Cr) 1,480.3 1,724.9 1,885.2 2,382.7

Adj. EPS (Rs.) 4.8 17.9 21.1 24.4

P/E (x) 8.2 7.6 7.1 5.6

ABV 66.3 84.0 101.5 124.9

NIM 14.0% 13.6% 15.0% 15.1%

ROE (%) 28.8% 26.4% 23.4% 24.2%

ROIC (%) 6.0% 5.7% 5.8% 6.6%

1 yr. Price Chart of Stock and Nifty 

 

Shareholding pattern as on 31St Dec 
2020. 

Analyst Recommendation: Buy 

Rs   212 
 

Rs   250 

CMP: 

3 Year Target: 

Face Value    2.0 
 

Market Cap (Rs cr)                              18,010 

 

52 week high/low 218/139.1 
 

Beta 1.12 
 

Shares O/S (Cr) 84.63 
 

Book Value per Share (Rs) 84 
 

Sensex 52,950.6 
 

Nifty 15,885 
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 Gold loan segment:  
 

Q4FY21 Gold AUM declined 5.6% QoQ (+12.4% YoY) as against 12% QoQ decline in gold prices during the 
quarter and over a 21% fall from its peak. - The quarter saw MGFL resort to auctioning of gold loans of the 
defaulting customers to the tune of Rs4bn (~1MT tonnage of gold auctioned). The same was however offset by 
an increase in LTV to 71% (vs. 63% QoQ). - The quarter saw Gold loan segment add 0.3mn clientele; and ~4MT 
tonnage of gold holdings. - Provisions on gold loan portfolio stood at Rs1.04bn (0.5% of loans) - MGFL continues 
to operate with 3-months gold loan product strategy. 80% of customers roll-over their loan exposure; 60% of 
customers (by value) have loans above Rs0.1mn; - Management has hinted at 10-15% growth in gold AUM in 
FY22E, led by 10%+ growth in customer addition - LTV arbitrage (banks were permitted LTV of up to 90%) has 
been removed w.e.f. 31st March’21. MGFL, thus hinted at strong growth opportunity in the gold loan segment. - 
Strong risk management, shorter tenure loan product strategy and effective credit monitoring including timely 
auctions bode well for MGFL. 

 MFI Loans:  
 

 

  Asirvad MFI AUM at Rs59.8bn grew 11.7% QoQ (strongest in the past 5-quarters) and 8.8% YoY. - 
Disbursements came in at Rs1.7bn (vs. Rs1.3bn in Q3FY21) - Management hinted at greater focus at asset quality 
over AUM growth and hinted at thrust towards credit to existing customers towards AUM growth in near-term. - 
CE stood at 99% in Jan | 100% in Feb and at 101% in Mar - CE for April was a dip of mere 7-8% over Mar’21; CE 
for May was a tad lower. Management however hinted at regular interactions with clients and CE improving 
back in ensuing period. - Cumulative provisions stood at Rs3.41bn (created Rs300mn of provisions) during the 
quarter. Loan loss provisioning was at 1.7% of AUM. - Capital position remains strong at 23% - While MFI loans 
constitute 20%+ of overall AUM, management hinted at curtailing overall exposure to sub-15% in the next 3-5 
years. It however remains confident of the growth potential and the return ratios that the model generates. - 
Restructuring stood at 4% of AUM 

 

Other Segments  

 

 Vehicle finance segment grew 6.5% QoQ;  

 CE stood at 106% in Jan, 105% in Feb and Mar at 113% 

  GNPA has declined to 5% (vs. 8% in Dec’20) | Restructuring stood at 8% of loans.  

 MGFL has created Rs640mn of provisions (6.1% of AUM) 

 Housing Finance AUM grew 5.8% YoY. CE stood at 95% (vs. 97% in Dec’20) 
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  Return ratios to show growth   
 

 
 

  Revenue will experience growth goimg Forward  
 

 
  EBITDA  will experience strong growth   
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  Net profit will experience a growth trajectory   
 

 
 

   Outlook and Valuation  
 

The company is showing strong growth on all parameters and also the fastest inIndustry. However we feel stock is undervalued 
to its peers. Thereby we initiate a buy on stock with target price of Rs 250 implying an upside of 17.92 

 

 Company  Overview  

 

Manappuram Finance Ltd. is one of India’s leading gold loan NBFCs. Promoted by Shri. V.P. Nandakumar, the current MD & CEO, 
its origins go back to 1949 when it was founded in the coastal village of Valapad (Thrissur District) by his late father Mr. V.C. 
Padmanabhan. The firm was involved in pawn broking and money lending carried out on a modest scale. Shri Nandakumar took 
over the reins in 1986 after his father expired. 
 
Since then, it has been a story of unparalleled growth with many milestones crossed. Incorporated in 1992, Manappuram 
Finance Ltd. has grown at a rapid pace. Today, it has 4637 (Includes branches of subsidiary companies) branches across 28 
states/UTs with assets under management (AUM) of Rs. 272.24 billion and a workforce of more than 30,000. 

 

   Key Risks  
 
 Volatility in gold prices and its impact on LTV / AUM growth: While an increase in gold price does have a positive bearing on AUM 

growth, sudden fall therein or volatility can have a bearing on LTVs, and hence AUM growth. Lower realisation (i.e. sell value as 
against the principal + interest amount O/s), on the back of sharp-fall in gold prices, can also result in losses. 
 

   Socio-political risk: The sectors of gold loan / MFI loans are highly vulnerable to socio-political risk, and hence any noise around 
waivers/dispensation has a direct bearing on growth / CE. 

 
  Concentration risk: Even as MGFL has made efforts at expanding its gold loan offerings to non-South markets, a substantial part of 

business (60%+) is still from the Southern markets, thus exposing the entity to concentration risk. Even on the MFI business, top-3 
states account for 44% of loans. Risk associated with any socio-political/natural factors can have a direct bearing on CE/growth. 
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                  Balance sheet (Consolidated)                         Profit & Loss Account (Consolidated) 
 
 

(Rs crore) FY20 FY21E FY22E FY23E (Rs crore) FY20 FY21 FY22E FY23E

Liabilities

Paid up capital 169 169 169 169 Net Interest Income 3385 3971 4421 5316

Reserves and Surplus

Net worth 5746 7307 8835 10834 Operating Expenses 1140 1215 1421 1583

Borrowings     21,817       22,567       23,170     26,748 

Other Liabilities and 
Provision

      1,330          1,464         1,470       1,500 Pre Provision Profit 2245 2756 3000 3733

Total Liabilities 28893 31338 33475 39082 Provisions 238 440 443 503

Assets

Other Income & 
Extraordinary Items

Fixed Asset and Goodwill          806             926            955          994 Profit before tax 2007 2316 2556 3231

Loans     23,189       26,508       28,894     33,918 Tax 527 591 671 848

Other Assets    1,118.3          711.6         742.1       809.9 Profit after tax 1480 1725 1885 2383

Other Assets          133             280            285          290 Minority Interests                              -                 -                 -                 -   

Cash and Bank 3646 2912 2599 3070 P/L from Associates                              -                 -                 -                 -   

Other                              -                 -                 -                 -   

Total Assets 28893 31338 33475 39082 Adjusted PAT 1480 1725 1885 2383
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                      DuPont Analysis                   Key Ratios & Valuations (Consolidated) 
 
 
 

Dupont Analysis FY20 FY21 FY22E FY23E Y.E March (Rs crore) FY20 FY21 FY22E FY23E

Balance Sheet

Net Interest Income 14.7 14.1 14.5 15.5 Loan                     30.2           14.3             9.0           17.4 

Other Income 1.4 0.6 0.9 0.8 AUM                     29.8             7.9           15.4           17.0 

Total Income 15.1 13.8 14.5 15.5

Ratios (%)

Operating Expense 6.0 4.6 5.2 5.2 NIM 14.0% 13.6% 15.0% 15.1%

Pre-Provision Profit 9.1 9.1 9.3 10.3 Spreads 15.6% 14.9% 14.1% 14.8%

Provisions 1.0 1.5 1.4 1.4 Return Ratios (%)

RoE 28.8% 26.4% 23.4% 24.2%

Profit Before Tax 8.1 7.7 7.9 8.9 ROA 6.0% 5.7% 5.8% 6.6%

Taxes 2.1 2.0 2.1 2.3 Valuation(x)

Profit After Tax 6.0 5.7 5.8 6.6 P/E 8.2 7.6 7.1 5.6

ROE(%) 28.8 26.4 23.4 24.2 Per share data (Rs.)

ABV 66.3 84.0 101.5 124.9

ROAAum(%) 6.6 6.6 6.4 7.0 EPS 4.8 17.9 21.1 24.4
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* To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell. 
 

 
 

Member: BSE, NSE, MCX, MCX-SX, CDSL 
 

Reg. office: PG-4, Rotunda Bldg, Bombay Samachar Marg, Fort, Mumbai - 
400001, Maharashtra, India 

Corp Office: 24/26 Cama Bldg, 3rd Floor, Dalal Street, Fort Mumbai - 
400001, Maharashtra India 

Tel: 91-22-67378001 Fax: 91-22-22646410 

Dealing: 91-22-67378011 Institutional Dealing: 91-22-6737833 

Email: research@mjpdirect.com Website: www.mjpdirect.com 

Registration Number: SEBI- INZ000218338 
 

Disclaimer: 
This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment decision. Nothing in this 
document should be construed as investment or financial advice. Each recipient of this document should make such investigations as they deem necessary to 
arrive at an independent evaluation of an investment in the securities of the companies referred to in this document (including the merits and risks involved), 
and should consult their own advisors to determine the merits and risks of such an investment. M J Patel Share & Stock Brokers Ltd. its affiliates, directors, its 
proprietary trading and investment businesses may, from time to time, make investment decisions that are inconsistent with or contradictory to the 
recommendations expressed herein. The views contained in this document are those of the analyst, and the company may or may not subscribe to all the 
views expressed within. Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and 
trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's fundamentals. The 
information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true, but 
we do not represent that it is accurate or complete and it should not be relied on as such, as this document is for general guidance only. M J Patel Share & 
Stock Brokers Ltd. or any of its affiliates/ 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. M J Patel Share & Stock Brokers Ltd. has not independently verified all the information contained 
within this document. Accordingly, we cannot testify, nor make any representation or warranty, express or implied, to the accuracy, contents or data 
contained within this document. While M J Patel Share & Stock Brokers Ltd. endeavours to update on a reasonable basis the information discussed in this 
material, there may be regulatory, compliance, or other reasons that prevent us from doing so. This document is being supplied to you solely for your 
information, and its contents, information or data may not be reproduced, redistributed or passed on, directly or indirectly. M J Patel Share & Stock Brokers 
Ltd. and its affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific 
transaction to the companies referred to in this report, as on the date of this report or in the past. 

 
This document disclaims any warranty of any kind imputed by the laws of any jurisdiction, whether express or implied, as to any matter what so ever relating 
to the service, including without limitation the implied warranties of merchantability, fitness for a particular purpose and non-infringement. Any disputes are 
subject to the jurisdiction only of the Courts of Republic of India at Mumbai. 

 
M J Patel Share & Stock Brokers Ltd shall not be liable for any misrepresentation, falsification and deception or for any lack of availability of services through 
website even if the same is advertised on the website. 

 
Neither M J Patel Share & Stock Brokers Ltd. nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from or in  
connection with the use of this information.   

Large Cap. Return Mid/Small Cap. Return 
Buy More than equal to 10% Buy More than equal to 15% 
Hold Between 10% & -5% Accumulate* Upside between 10% & 15% 
Reduce Less than -5% Hold Between 0% & 10% 

  Reduce/sell Less than 0% 


