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Company Overview 

Mahindra & Mahindra Financial Services Ltd (MMFSL) is one of the largest NBFC 

catering to rural and semi urban markets which has a legacy of two decades. It serves 

more than 4 million customers with  1181 branches across the country. The company 

provides finance for new and pre owned autos, utility vehicles, cars, tractors, two and 

three wheelers and construction equipment. MMFSL is a part of Mahindra group which 

is one of the largest conglomerate in India.  

 The company reported a standalone interest income of INR1660.80 Cr against INR1491.60 Cr 

in the corresponding period previous fiscal, registering a growth of 11.34 per cent. The 

company had reported a interest income of INR1592.40 Cr in the previous quarter, implying a 

growth of 4.30 per cent QoQ.  

 The Net Interest Income came in at INR911 Cr for the current quarter against INR783 Cr in 

Q2FY17, a rise of 16.35 per cent YoY. On a sequential basis the Net Interest Income saw a 

growth of 5.97 per cent. The company reported a NII of INR859.70 Cr in the previous quarter 

(Q1FY18) 

 The Net Profit fell 17.72 per cent YoY to INR78 Cr missing the Bloomberg estimates of INR164 

Crore. However, the estimate miss was on account of shift from 120DPD provisioning norm to 

90DPD norm. The company had reported a Net Profit of INR94.80 Cr in the year ago period.  

 The company made an additional provision of INR247 Cr which dragged the Net Profit this 

quarter. The total provisions amounted to INR444.60 Cr against INR304.20 Cr YoY and 

INR425.80 Cr QoQ.  

 Total income rose 15.60 percent to INR933 Cr over the year ago period.  Assets under 

management grew 14 percent over the last year to INR49917 Cr.  

 The asset quality deteriorated further due to shift to 90DPD. The GNPA stood at 12.50 per 

cent of the total advances against 10.50 per cent in the previous quarter and 11 per cent in  

the year ago quarter. The NNPA stood at 6.50 per cent against 4.40 per cent in June 2017 

quarter and 5.60 per cent in the second quarter of previous fiscal.  

Source: Company data, Bloomberg  
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Market cap (INR Cr.) 24803.84 

Outstanding Shares (Cr.) 56.88 

Face Value (INR)  2.00 

Dividend Yield(%) 0.55 

TTM P/E (x) 55.24 

Industry P/E (x) 26.97 

TTM P/B (X) 3.57 

Beta vs. Sensex    1.60 

52 Week High/ Low (INR) 455.80/244.35 

Avg. Daily Vol (NSE)/1 year 2282079 

 Sept-2017 June-2017 Mar-2017 

Promoters 51.20 51.85 51.85 

Institutions 42.26 40.93 42.21 

Non-institutions 6.54 7.22 5.94 

Stock vs. Nifty (Relative returns) 

Source: NSE 

Financial Performance at a glance (Consolidated) 

    Particulars (INR Cr) FY 2015 FY 2016 FY 2017 FY 2018E FY 2019E 

Net Interest Income      3,378.00       3,685.00     3316.50 4458.50 5155.70 

Growth (%) 12.78% 9.08% -10.00% 34.43% 15.63% 

Total Income      6,021.14       6,553.87  7200.65 6081.20 7265.60 

Growth (%) 14.34% 8.85% 9.86% -15.54% 19.47% 

Provisions  & Write off          849.03       1,098.18  1309.10 1171.30 1210.00 

Net Profit          924.87         787.40  529.70 1000.90 1368.50 

Net Profit Growth (%) -4.14% -14.86% -32.72% 88.95% 36.72% 

EPS 16.19 13.69 7.09 17.55 23.47 

BVPS           105.05          114.15  122.74 141.04 156.19 

P/E (x) 15.68 17.73 34.78 24.73 18.49 

P/BV (x) 2.42 2.12 2.57 3.08 2.78 

ROE (%) 16.50% 12.73% 7.92% 13.56 15.07 
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 Financial Analysis for the quarter ending September 30, 2017 (Standalone) 

Source: Bloomberg, SMIFS Research 

Particulars (in INR Crore) 
Quarter Ended Half year ended 

Q2 FY18 Q2 FY17 YoY % Q1 FY18 QoQ % H1 FY18 H1 FY17 YoY 

Interest Earned 1660.80 1491.60 11.34% 1592.37 4.30% 3253.16 2858.04 13.82% 

Interest Expense 749.80 708.60 5.81% 732.67 2.34% 1482.50 1399.54 5.93% 

Net Interest Income (NII) 911.00 783.00 16.35% 859.70 5.97% 1770.66 1458.50 21.40% 

Other Income 22.00 24.10 -8.71% 10.70 105.61% 32.80 33.33 -1.59% 

Total Income 933.00 807.10 15.60% 870.40 7.19% 3285.96 2891.37 13.65% 

Employee Benefit Expense 186.22 171.10 8.84% 198.00 -5.95% 384.18 338.55 13.48% 

Provision & Write offs  444.60 304.20 46.15% 425.80 4.42% 870.43 528.74 64.62% 

Other expenses 172.52 174.90 -1.36% 172.00 0.30% 344.48 322.78 6.72% 

Depreciation 10.70 10.70 0.00% 11.00 -2.73% 21.73 21.38 1.64% 

Total Expenses 814.00 660.90 23.17% 806.80 0.89% 1620.82 1211.46 33.79% 

Profit Before Tax 119.00 146.20 -18.60% 63.60 87.11% 182.64 280.37 -34.86% 

Tax 41.00 51.40 -20.23% 16.20 153.09% 57.26 98.57  -41.91% 

Profit After Tax 78.00 94.80 -17.72% 47.40 64.56% 125.38 181.80 -31.03% 

EPS 1.38 1.68  0.84  2.22 3.22  

Key Ratios 

Particulars Q2-FY 18 Q2-FY 17 Q1-FY 18 

Cost to Income  41.60% 45.80% 43.80% 

GNPA 12.50% 11.00% 10.50% 

NNPA 6.50% 5.60% 4.40% 

ROA 0.60% 0.90% 0.40% 
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Concall Highlights 

 The management reiterated that there is a rural turnaround story in the making. The improved farm cash flows, collection efficiency, 

lower repossession of vehicles than usual have proven to be a start of redemption.  

 The quarter remained in the same direction and trend as the Q4FY17 & Q1FY18 where they see growth returning, NPA showing 

downward trend and collection efficiency showing upward trend. 

 Growth ahead will be on the same lines as the OEMs are looking at. The OEMs are projecting good growth from rural market and 

coming from multiproduct approach which has led to a growth of 14% in AUM. 

 The tractor segment has done good and being a significant player in the tractor segment, they have witnessed good growth. The 

growth seems to stabilize in this segment for the third quarter and again picking up in Q4, whereas cars and UV segment due to fes-

tivity will start contributing growth ahead. 

 The month of July and August witnessed de growth over last year due to GST and September witnessed a 15% growth.  

 The company saw declining NPA trend in the Q2 over Q1, which led to a shift from 120DPD to 90DPD. The shift has increased the 

GNPA ratio from 10.50% to 12.50% which is better than expected 300 bps impact due to shift. 

 The provision coverage has been maintained at 51% in a 90DPD norms as against 51.90% in H2FY17 on a 120DPD and in next two 

quarters with more cash flows coming in, there will be higher reversal happening impacting the bottom line positively and improving 

the asset quality. 

 The OEMs are doing good and aggressive and the Non Mahindra vehicles volume is also going up. The company is trying to tie up 

with more OEMs. 

 Collection efficiency stood at Q2 historical high of 93%. Last year the cash flow got delayed in the fourth quarter but this time it is 

expected to be in third quarter. Growth with quality will be the approach going forward and not just maintaining the asset quality 

and collection efficiency. The focus is good business growth, tie up with more OEMs. 

 On subsidiaries, Rural Housing is more dependent on farm cash flow and recovery is expected in November onwards. The NPA is on 

the higher side. The book size stands at INR5500 Cr with growth in disbursement of 30%. 

 The cost to income ratio improved from 45.80% to 41.60% YoY and is stabilized. 

 The Insurance segment is now valued at INR1300 Cr. The initial investment by Mahindra Finance in the venture was INR50 lakh. XL 

Group will acquire a 20% stake in the insurance broker. LeapFrog Financial Inclusion Fund, through its subsidiary Inclusion Resources 

Private Ltd (IRPL), currently holds a 15% equity stake in Mahindra Insurance Brokers. It will purchase an additional 5% stake in Mahin-

dra Insurance Brokers from Mahindra Finance (taking its total equity stake in Mahindra Insurance Brokers to 20%), and immediately 

sell the entire capital of IRPL to XL Group. Mahindra Finance will get INR65 Cr from this transaction in this quarter which will improve 

their Capital Adequacy. 

 The company will not drop the lending rates, the lending yields have stabilized and cost of funds is improving so improvement in 

NIMs is visible. If the volumes for the tractors and cars go up, the AUM will grow at 17%-18% as compared to 14% at present. The 

company has maintained strong provision coverage ratio and shifted to 90DPD norm which has led to higher GNPA level of 12.50% 

but it is better than expected.  With improved farm cash flow and collection efficiency in second half of 3% to 4% higher than the first 

half of 94%-95%, provision reversal will be higher improving the bottom line and also the GNPA will come down to 9%-10% levels 

which was seen in the March quarter on a 120 DPD norm. 
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Outlook & Valuation 

We believe the rural turnaround story is visible, farm cash flows have improved and coupled 

with infra cash flows the need for repossession will not be there leading to avoidance of sale 

of assets at a loss.  

The impact of demonetization is waning out along with the impact of GST as the growth   

started coming in the month of September after a de-growth in July & August. The lower    

interest cost environment and no plan to pass on the benefit will aid margins for them which 

entails higher NIMs.  

As the company gears up for next half, they plan to bring ROAs at 2.5% and ROE of 16% in 

next 3 years and expects growth to pick up further in second half of FY18. The OEMs           

penetrating the rural market provides a vision of growth ahead and strong disbursement 

growth from the cars and UVs will drive earnings growth over the coming quarters on a low 

base whereas the next quarter may see muted growth in the tractor segment. The migration 

to 90dpd is done and dusted with lower impact than expected.  

The stock is currently trading at 2.78x its FY19(E) BV and we assign a P/BV multiple of 3.2x to 

its FY19 Book Value per share estimate of INR156.10 and arrive at a target price of INR500 

(INR436 earlier). 
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Disclaimer 

Any document, including this report, which is prepared by the research team of Stewart & Mackertich Wealth Management Ltd. 
(SMIFS) is circulated for the purpose of information only to the intended recipient and should not be replicated or quoted or    
circulated to any person/corporate or legal entities in any form. This  document/documents  / reports / opinion should not be 
interpreted as an Investment/ taxation/ legal advice. While the information contained in the report has been procured in good 
faith, from sources considered/ believed to be reliable, all/ part of the statement/ statements/ opinion/ opinions/ view/ views in 
the report may not be considered to be complete or accurate. Therefore, it should only be relied upon at the recipients own risk.  
 
Research Analysts/ Economists/ Advisors/ Investment Strategists or any other spokes persons of the company (SMIFS) 
are often sought after for expressing their views on print/ electronic/ web media. The views expressed are purely based 
on their assumption/ understanding on fundamental approach/ technical and historic facts on the subject. The views 
expressed should not be construed as an offer to buy/ sell or hold equity/ commodity/ currencies or their derivatives. 
The views/ opinions expressed is for information purpose only, and may change due to underlying factors, related or un-
related or other market conditions and may or may not be updated.  

 
Stewart & Mackertich Wealth Management Ltd, its subsidiaries, or any of its directors, employees, agents, and representatives 
shall not 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/ research  reports/ opinions expressed.  
 
Disclosure: Clients/ associates of SMIFS Group may be holding positions in equities or their derivatives on which the research 
report is made or opinion is formed or views are expressed in print or electronic media. We ensure all compliance is adhered to 
with this report/ reports/ opinion or views expressed. 
 
Analyst ownership of the stock – NIL  
Analyst’s dependent relatives’ ownership in the stock – NIL  

 
Analyst Certification: The matter related to the report has been taken from sources believed reliable and the views expressed 
about the subject or issues in this report accurately reflect the personal views of the analyst/ analysts. Stewart & Mackertich 
Wealth Management Ltd. does not compensate partly or in full, directly or indirectly, related to specific recommendations or views 
expressed by the research analysts/ market strategists/ Portfolio Managers.  
 
REGISTRATION as required under SEBI (Research Analyst) Regulation 2014 has been granted by Securities & Exchange Board of 
India (SEBI), registration number being INH300001474.  
 
Stewart & Mackertich Wealth Management Ltd. 
Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India. 
Tel.: +91 33 3051 5408 /, Fax: 91 33 22893401 
 
Website: www.smifs.com 

 
For queries related to compliance of the report, please contact:  
- Sudipto Datta, Compliance Officer  
Contact No.: +91 33 30515414 / 4011 5414  
Email Id.: compliance@smifs.com / sudipta@smifs.com 
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