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Company Overview 

Muthoot Capital Services Ltd., promoted by the Muthoot Pappachan Group, is 

a Non Banking Finance Company (NBFC)  based in Kochi, Kerala . The 

Company offers fund based financial services to retail, corporate and 

institutional customers through the wide network of branches of Muthoot 

Fincorp Ltd .  Its portfolio includes  two-wheeler loans, and corporate loans.  

 Muthoot Capital Services Limited reported a Net Interest Income of 

INR64.51 Cr for the second quarter ended September 2017, registering a 

47.86 per cent increase YoY and 25.14 per cent growth QoQ. 

 The provisions and write offs were higher by 64.32 per cent over the 

corresponding period previous year and 26.09 per cent lower sequentially. 

They made a provision of INR 6.77 Cr in the current quarter. 

 Total Income at INR94.86 Cr Vs INR70.08 Cr YoY, up 35.36% and INR79.76 Cr 

QoQ. 

 The profit after tax came in at INR10.37 Cr against INR8.06 Cr in Q2FY17 

registering  a 28.66 per cent YoY growth. On a sequential basis the Net Profit 

was up by 70.28 per cent. In the June quarter the NBFC reported a Net Profit 

of INR6.09 Cr. 

 The disbursements grew 57 per cent YoY and 28% per cent QoQ. The NBFC 

which is mainly into two wheeler financing, disbursed INR477.20 Cr of loans 

in the current quarter which was INR371.80 Cr in the previous quarter. The 

branch disbursement growth was at 45% and dealer disbursement at 60%.  

Source: Company data, SMIFS Research, Bloomberg  
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Market cap (INR Cr.) 988.41 

Outstanding Shares (Cr.) 1.64 

Face Value (INR)  10 

Dividend Yield(%) 0 

TTM P/E (x) 29.05 

Industry P/E (x) 33.26 

TTM P/B (X) 2.75 

Beta vs. Sensex    1.60 

52 Week High/ Low (INR) 775.0/177.55 

Avg. Daily Vol (NSE)/1 year 39791 

 Sept-2017 June-2017 Mar-2017 

Promoters 74.93% 74.93% 74.93% 

Institutions 0.63% 0.40% 0.06% 

Non-institutions 24.455 24.68% 25.02% 

Muthoot Cap vs. Nifty (Relative returns) 

Source: NSE 

Financial Performance at a glance (Standalone) 

    Particulars (INR Cr) FY 2016 FY 2017 FY 2018E FY 2019E FY 2020E 

Net Interest Income      141.51         180.10         252.09        342.76        461.66  

Growth (%) 24.45% 27.27% 39.97% 35.97% 34.69% 

Total Income      229.17         284.19  382.13       496.68        645.60  

Growth (%) 19.81% 24.00% 34.46% 29.98% 29.98% 

Provisions  & Write off         17.43           22.12           29.19           38.68           49.56  

Net Profit         22.85           30.09  45.13          64.17           91.01  

Net Profit Growth (%) 2.51% 31.68% 49.98% 42.19% 41.83% 

EPS         18.32           24.13  32.89          39.06           55.40  

BVPS       118.57        142.70        164.50        276.69         332.05  

P/E 8.02 11.32 18.27 15.38 10.84 

P/BV 1.24 1.91 3.65 2.17 1.80 

ROE (%) 16.25 18.47 20.00 14.10 16.67 
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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 94.78 70.00 35.40% 79.66 19.00% 174.44 134.23 29.96% 

Interest Expense 30.27 26.37 14.79% 28.10 7.70% 58.38 51.61 13.12% 

Net Interest Income (NII) 64.51 43.63 47.86% 51.60 25.00% 116.06 82.62 40.47% 

Other Income 0.08 0.08 0.00% 0.10 -20.00% 0.18 0.11 63.64% 

Total Income 94.86 70.08 35.36% 79.76 18.90% 174.62 134.34 29.98% 

Employee Benefit Expense 15.48 12.97 19.35% 14.68 5.40% 30.16 25.49 18.32% 

Provision & Write offs  6.77 4.12 64.32% 9.16 -26.10% 15.93 11.13 43.13% 

Other expenses 26.26 14.02 87.30% 18.21 44.20% 44.47 26.37 68.64% 

Depreciation 0.21 0.22 -4.55% 0.20 5.00% 0.41 0.4 2.50% 

Total Expenses 78.99 57.70 36.90% 70.36 12.30% 149.35 115 29.87% 

Profit Before Tax 15.87 12.38 28.19% 9.40 68.80% 25.27 19.34 30.66% 

Tax 5.50 4.32 27.31% 3.31 66.20% 8.81 6.8 29.56% 

Profit After Tax 10.37 8.06 28.66% 6.09 70.30% 16.46 12.54 31.26% 

EPS 7.56 5.87  4.44  12.00 10.06  

Key Ratios 

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

Opex as a % of NII 65% 62% 64% 

ROE (%) 21.90% 20.60% 13.50% 

ROA (%) 3.0% 3.20% 1.90% 
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Highlights of the Quarter 

 Overall loan book stands at INR1749 Cr. In the previous quarter the loan book stood at INR1559 Cr, growth of 12.18 

per cent QoQ. 

 The AUM stood at INR1748.60 Cr in the current quarter, a growth of 49 per cent over the previous year and 12 per 

cent over previous quarter. The AUM in the previous quarter stood at INR1558.60 Cr. 

 In the current quarter there were slippages of INR15.40 Cr as compared to INR16.10 Cr in the previous quarter. Due 

to shift to 90DPD norm in the previous quarter the NBFC had slippages of INR29.80 Cr. The company has sold                

repossessed assets worth INR6.70 Cr as compared to INR3.60 Cr in the previous quarter. However the NPA rolled back 

were lower at INR8.50 Cr Vs INR14.80 Cr in the previous quarter. They expect FY18, asset quality will be very good 

and should not dilute. 

 The collections in the current quarter were higher at INR296 Cr against INR259 Cr in the previous quarter with         

collection efficiency of 94.10% in the soft bucket (1-90 DPD) and 5.90% in the hard bucket (>90 DPD). In the previous 

quarter the ratio was 94.60%:5.40%.  

 The better collections were followed by higher collection charges and incentives. The collection charges were 59% 

higher QoQ and 148% higher YoY at INR12.42 Cr in the Q2FY18. The collection cost as a percentage of collection were 

4.90% in Q2FY18 Vs 3.60% in Q1FY18. The sourcing cost as a percentage of disbursements have also gone higher from 

1.70% in Q1 to 1.80% in Q2. 

 The asset quality has improved over the previous quarter. The Gross NPA as a percentage of total loans stood at 

6.60% Vs 7.40% in Q1FY18 and Net NPA was at 5% Vs 5.80% in previous quarter. The provision coverage ratio          

improved from 23% to 26% in Q2FY18.  

 High focus on digitalization, technology and asset quality. 

 Geographically, the NBFC has expanded in the Non South zone. The disbursement mix in the southern region has 

changed from 90.53% of the total disbursement in H1FY17 to 83.49% in H2FY18. Moreover, the company has expand-

ed in North increasingly with from 2.77% in H1FY17 to 8.45% in H2FY18. The expansion is in accordance with the    

guidance.  

 In the last three to four months, shift of strategy to Tier I & II cities and metro cities. They have launched business in 

Bangalore, Chennai, Delhi and entering in Mumbai, Jaipur, Ahmedabad, Gujarat, Jodhpur etc.  

 Average yield in the quarter increased from 22.70% in Q1 to 24.90% in Q2 and cost of funds improved by 20 bps to 

9.90% which lead to spread expansion by 240 bps.  

 Average ticket size decreased from INR50530 in Q1FY18 to INR50170 in current quarter. The processing fee on       

disbursement in the previous quarter grew but in the Q2 decreased from 5.50% to 5.20%.  

 The Capital Adequacy Ratio dipped from 15.80% to 15.40%. The company will raise INR165 Cr through QIP and has 

approved issue of 2.72 mn shares at INR605 per share.   
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Outlook & Valuation 

We believe the NBFC is performing on expected lines with con-

tinuous growth on varied fronts. The disbursements are grow-

ing at a healthy rate and they are able to capitalize on the net-

work created by their flagship company Muthoot Fincorp. They 

are gaining market share and still there lies ample room for 

growth in the non south geography. Over the last year the 

company has seen large shift in loan mix from Southern to oth-

er regions of India.  

Higher opex as a percentage of NII at 65% against 64% in previ-

ous quarter is on account of higher incentives paid to collec-

tion agencies and other operational expenses. The significantly 

lower provisions over the previous quarter is credit positive. 

We expect the higher ticket sizes, geographical expansion and 

further raising of capital will lead to 30% CAGR growth in loan 

book from FY19E-FY20E with lower requirement of additional 

borrowing. The banking on digitization, technology will help in 

employees’ productivity, operational efficiency and better 

turnaround time.  

The NBFC’s ROE has improved from 13.50% in Q1 to 21.90% in 

the current quarter and ROA improved from 1.90% to 3%. 

However, the recently approved QIP of 27mn shares at INR605 

will lead to dilution of EPS in the coming  fiscal years and hence 

we revise the EPS downwards to INR39.06 for FY19E and 

INR55.40 for FY20E. The stock is trading at 2.16x its FY19E 

Book value and 1.80x its FY20E BV. We assign a P/BV multiple 

of 2.50x to its FY20E BV of INR332.05 per share and arrive at a 

Target Price of INR830.  (INR692.20 earlier) 

Concall Highlights 

 The industry recorded 10% YoY growth in two 

wheeler sales whereas the company outper-

formed the industry and showed robust 

growth of 47% YoY.  

 They have a market share of 2% and grew by 

0.7% in the current quarter. 

 Through their flagship sister concern Muthoot 

Fincorp they saw 40% growth and expect 50% 

YoY growth by the end of FY. 

 Dependence on South has come down, expo-

sure to Metro cities, Tier I cities have gone up 

and they contribute 20% of business now.  

 Some pricing pressure is there from the dealer 

business but strong business is sourced from 

them leading to higher disbursement growth.  

 They expect credit cost to mellow down fur-

ther which at present is 2-2.2%.  

 80% of the business is from Hero & Honda and 

rest 20% distributed over TVS, Royal Enfield, 

Suzuki etc. With Hero & Honda being the best 

selling two wheeler player, the outlook for the 

disbursement growth of Muthoot is strong. 

 Collection charges were higher to control the 

NPA after the shift from 120DPD to 90DPD. 

They do not see much escalation on this cost 

ahead and likely benefits in Q3 and Q4 will be 

there. 

 The recently concluded QIP has led to signifi-

cant improvement in Capital Adequacy ratio 

from 15.40% in Q2FY18 to 26.70% at present. 

This indicate the company do not require fur-

ther capital till FY2020 and the borrowings if 

any will also be at lower cost further boosting 

Net Interest Income.  
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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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