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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 INR1833.95 crore as 

against INR1490.42 in the previous fiscal,registering a growth of 23.05%.The 

company had reported a interest income of INR1660.8 crore in the previous 

quarter reflecting a growth of 10.43% on a QoQ basis. 

 The Net Interest Income came in INR1071 crore for the current quarter against 

INR911 crore in Q3 of FY17,thus reflecting a growth of 17.57% on a YoY basis. On a 

sequential basis the Net Interest Income saw a growth of 43.52% from INR746.28 

crore. 

 The Net Profit has increased by 338.45% on a QoQ basis from INR78 crores to 

INR342 crores. 

 The Company has reduced its provisions from INR418.98 crore to INR198.95 

crore,thus reflecting a fall of 52.52% on a YoY basis.On a QoQ basis there is a 

decrease of 55.25% from INR444.6 crore.The significant decrease in the provisions 

is one of the main reasons for the rise in profit. 

 The total income rose by 17.25% from INR924.03 crore to INR1083.47 crore on a 

YoY basis, On a QoQ basis the growth was 41.03% from INR768.28 crore. 

 The asset quality has slightly improved due to the shift to 90DPD. The GNPA stood at 

11.60% per cent of the total advances against 12.5%  in the previous quarter and 11.1% in 

the year ago quarter. The NNPA stood at 5.60 per cent against 6.50 % in Sept. 2017 quarter 

and 5.20 % in the third quarter of previous fiscal.  

   

Source: Company data, Bloomberg  
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 Dec-17 Sept-2017 June-2017 

Promoters 51.20 51.20 51.85 

Institutions 43.10 42.26 40.93 

Non-institutions 5.16 6.54 7.22 

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 3822.2 4562.3 

Growth (%) 12.78% 9.08% -10.00% 15.25% 19.36% 

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 1214 1176 

Net Profit          924.87         787.40  529.70 984.56 1476.18 

Net Profit Growth (%) -4.14% -14.86% -32.72% 85.87% 49.93% 

EPS 16.19 13.69 7.09 16.63 24.21 

BVPS           105.05          114.15  122.74 150.57 167.86 

P/E (x) 15.68 17.73 34.78 32.33 21.74 

P/BV (x) 2.42 2.12 2.57 3.43 3.09 

ROE (%) 16.50% 12.73% 7.92% 12.43 14.93 
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 Financial Analysis for the quarter ending December 31, 2017 (Standalone) 

Source: Bloomberg, SMIFS Research 

Particulars (in INR Crore) 
Quarter Ended Nine Month Ended 

Q3 FY18 Q3 FY17 YoY % Q2 FY18 QoQ % FY18  FY17 YoY 

Interest Earned 1833.95 1490.42 23.05% 1660.8 10.43% 5087.11 4348.46 16.99% 

Interest Expense 762.89 744.14 2.52% 749.82 1.74% 2245.39 2143.68 4.74% 

Net Interest Income (NII) 1071.06 910.98 17.57% 746.28 43.52% 2841.72 2204.78 28.89% 

Other Income 12.41 13.05 -4.90% 22 -43.59% 45.21 46.37 -2.50% 

Total Income 1083.47 924.03 17.25% 768.28 41.03% 2886.93 2251.15 28.24% 

Employee Benefit Expense 205.15 162.67 26.11% 186.22 10.17% 589.33 501.22 17.58% 

Provision & Write offs  198.95 418.98 -52.52% 444.6 -55.25% 1069.37 947.72 12.84% 

Other expenses 212.35 190.7 -9.53% 172.52 23.09% 556.83 513.49 8.44% 

Depreciation 10.71 11.11 -3.60% 10.7 0.09% 32.44 32.48 -0.12% 

Total Expenses 1390.05 1527.6 -9.00% 1563.86 -11.11% 4493.36 4138.59 8.57% 

Profit Before Tax 521.28 -24.12 213% 119 338.05% 703.92 256.24 174.71% 

Tax 179.29 -8.5 2109% 41 337.29% 236.56 90 162.84% 

Profit After Tax 341.99 -15.62 2189% 78 338.45% 467.36 166.24 181.14% 

EPS 5.98 -0.28   1.38   8.2 2.94   

Key Ratios 

Particulars Q3-FY 18 Q3-FY 17 Q2-FY 18 

Cost to Income  40% 39% 48% 

GNPA 11.60% 11.10% 12.50% 

NNPA 5.60% 5.20% 6.50% 

ROA 1.464 1.35 0.84 
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Concall Highlights 

 The Company has a strategy of remaining closely penetrated into the villages and very close to the customer 

through their branches and with their local presence continuing to remain there strength and that is helping 

them to maintain their growth. In this quarter they added disbursement growth of about 17%, it has come at 

the back of gaining some market share for some product as well as the kind of commencing there growth on 

other products, which are reaching out to the rural market. 

 The Company has not added too many branches in the last one year, while they have had about 200 odd col-

lection branches. As things changed now, they do believe that some of these branches will get converted also 

into a business branch and they do have an approach that in the next three months, four months, six months, 

they would add close to about 100 branches, which will commence to happen from February. 

 The Company expects the fourth quarter to be one of the best quarters for their kind of business especially in 

the rural market and they have not seen any adverse signals to believe otherwise. So, they think that the 

fourth quarter will turn out to be an exciting quarter from the market perspective, the OEMs are driving hard 

for higher volumes, they are continuing with their discounts and the inventory levels continue to remain high, 

and they do see that with programs launched, the volumes will definitely pickup in this  market, and if that was 

to happen, The Company believes that they would be the beneficiary of the volumes that could happen. 

 The pre-owned vehicle have seen a little subdued attraction in the last couple of months after the GST intro-

duction, but post clarification of change of rates of GST this business may soon turn out to be lucrative again 

but will not come back to its original position as it’s a very organized player game now and therefore the vol-

umes may not be as high as it was in the past. 

 Commercial vehicle has registered a decent growth for the Company in the third quarter and the expectations 

from this in the upcoming quarter are optimistic. 

 The Company has been a significant player in regard to tractor financing .In the pre-owned tractor financing 

space the company has shown an average of 1,500 to 2,000 plus tractors and in Certain months, they have had 

volumes going even beyond 3,000 tractors. 

 On the collection front the company is very optimistic as even after moving to 90 days the company has not 

seen the same level of deterioration as it had when it moved from 150 to 120 days. 

 In terms of AUM growth the Company expects the fourth quarter to be not less than 13%. 

 The company holds a significant market share when it comes to Swaraj and Mahindra tractors,it holds a market 

share of about 30-35% for these tractors and has also started penetrating into other tractors for their growth. 

 The Company has received AAA rating from India Ratings and Care Ratings for there long term and subordinat-

ed debt thus enabling them to borrow funds at competitive rates. 

 The Cost to Income ratio of the company has decreased from 46.5% to 39.9% on a Nine month basis. 

 Mahindra Rural Housing Finance ltd., a subsidiary of the Company has shown an increase in loan disbursement 

of approximately 33%,there has also been a rise in GNPA TO 13.8%. 

 Mahindra Insurance Brokers Ltd. has also shown a growth in the number of policies of approximately 30%. 
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Outlook & Valuation 

We believe with the continuing focus of the company on the rural market, the expectation of 

increase in commercial vehicle financing and a positive expected performance of the compa-

ny in the fourth quarter along with a significant hold of the company in the tractor market, 

there is a possibility that the company might perform better in the upcoming period. 

As the company gears up for next quarter, there growth trajectory in the current quarter 

looks promising as seen in the loan book growth,increase in net profit and improvement in 

BVPS on a Nine month basis. 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 . The migration to 90dpd is done and dusted 

with lower impact than expected.  

The stock is currently trading at 3.09x its FY19(E) BV and we assign a P/BV multiple of 3.2x to 

its FY19 Book Value per share estimate of INR167.86 and arrive at a target price of INR537 

(INR500 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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