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Mahindra & Mahindra Financial Services Ltd 
NBFC 

Market Data (As on April 7, 2017) 

Current market price (INR):  338.50 

Target Price:  436.00 

Upside (%)  28.80 

52 Week High/Low:                                              405.00/244.00 

Market Capitalization (In INR-Cr)  19258.38 

Recommendation Buy 

Shareholding Pattern (As on December 31, 2016) 

 

 

 

 

 

 

 
Stock Scan 

BSE Code 532720 

NSE Code M&MFIN 

Bloomberg Ticker MMFS IN 

Reuters Tickers MMFS.BO 

Face Value (INR)  2.00 

Diluted EPS FY16 (INR) 13.58 

TTM P/B 2.88 

Average P/B 2.37 

Beta vs Sensex   1.46 

Debt/Equity 5.28 

Average Daily Volumes 2238514.00 

Stock Return Vs. Nifty Return Chart 

 

 

 

 

 

 

    Particulars (INR Cr) FY 2014A FY 2015A FY 2016A FY 2017E FY 2018E FY 2019E 

Net Interest Income      2,995.00       3,378.00       3,685.00     3,713.00     4,296.00     5,241.00  

Growth (%) 23.55% 12.78% 9.08% 0.76% 15.70% 22.00% 

Total Income      5,275.23       6,021.14       6,553.87     4,049.70     4,824.70     5,731.90  

Growth (%) 28.87% 14.34% 8.85% -38.21% 19.14% 18.80% 

Provisions & Write Offs          518.98           849.03       1,098.18     1,218.20        907.10        934.80  

Net Profit          964.77           924.87           787.40         648.30     1,071.70     1,492.60  

Net Profit Growth (%) 3.86% -4.14% -14.86% -17.67% 65.31% 39.27% 

EPS 16.95 16.19 13.69 11.27 19.16 25.89 

BVPS             93.78           105.05           114.15         121.77        136.07        155.74  

P/E 14.87 15.68 17.73 29.92 17.59 13.02 

P/BV 2.69 2.42 2.12 2.77 2.48 2.16 

ROE (%) 19.58% 16.50% 12.73% 9.56% 14.96% 17.33% 

Exhibit: Mahindra & Mahindra Financial Services Ltd.-Financial Performance at a glance (Consolidated) 

Investment Rationales 

Brief 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.  

We recommend investment in Mahindra & Mahindra Financial Services Ltd on the following rationales:  

 Market leader in the rural & semi urban space  

 Key beneficiary of growing auto industry in India 

 Strong contribution from subsidiaries– Mahindra Rural Housing Finance Ltd  &  Mahindra Insurance Brokers Ltd  

 No waiver of loans, bets on cars for growth as the rural economy on the verge of turnaround  
 Strong parentage, quality service, Strong customer and dealer relationships , Diversified Product Portfolio 
 Diversified and Broad based Liability Mix 

Key Risks 

 Weakness in asset quality 

 Declining profitability 

 Declining return ratios 

Source: Company, Ace Equity, Bloomberg and SMIFS Research  

Promoters
51.88%

Institution
41.44%
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Mahindra & Mahindra Ltd 

51.20% 

Mahindra & Mahindra Financial Services Ltd 

Mahindra Insurance 

Brokers Ltd 

Mahindra Rural Housing  

Finance Ltd 

Mahindra Finance USA LLC 

Mahindra Asset Management Company 

Pvt Ltd 

Mahindra Trustee Company 

Pvt Ltd 

85% 

87.50% 

49% 

100% 

100% 

Mahindra & Mahindra Financial Services Ltd Group Structure 

Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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Management Profile 

 

 

Mr. Dhananjay Mungale (Chairman & Independent Director) 

Mr. Dhananjay Mungale is a member of the ICAI. He was in MMFS 

board since 1999 and was appointed as Chairman in 2016. He is also a 

former Bank of America and DSP Merrill Lynch banker. 

Mr. Ramesh Iyer (Vice Chairman & MD) 

Mr. Ramesh Iyer has been the Managing Director of the company with effect 

from 30th April, 2001 and is associated with the company since inception. He 

has vast experience  in matters relating to business development, finance and 

marketing.  

Mr. M. G. Bhide ( Independent Director) 

Mr. M. G. Bhide is a Certified Associate of the Indian Institute of Bankers 

and has a Master's Degree in Arts from the Mumbai University. He was 

the Chairman and Managing Director of Bank of India and also the Man-

aging Director and Group Executive (National Banking) of State Bank of 

India. He has served on various committees constituted by the RBI  

Mr. Piyush Mankad (Independent Director) 

Mr. Piyush G. Mankad joined the prestigious Indian Administrative Service in 

1964 followed by major official postings that included Controller of Capital 

Issues, Ministry of Finance (GOI), Principal Finance Secretary (Govt of MP); 

Secretary in the Ministry of Industry (GOI); and Chairman of the Foreign In-

vestment Promotion Board, Secretary Information and Broadcasting and Fi-

nance⁄Revenue Secretary (GOI) 

Mrs. Rama Bijapurkar (Independent Director) 

Mrs. Rama Bijapurkar is an independent market strategy consultant 

and has about 30 years of experience in industries such as advertising, 

marketing and consultancy. She was previously associated with McKin-

sey & Company, AC Nielsen India and has worked as a full-time consult-

ant with Hindustan Unilever Limited.  

Mr. C. B. Bhave (Independent Director) 

Mr. Chandrashekhar Bhave started his career in the Indian Administrative 

Service (IAS)  and  worked in different positions in the Central and State 

Governments. He was then associated with SEBI, NSDL.  

Mr. V. S. Parthasarathy (Director) 

Mr. V S Parthasarathy holds a Bachelor's Degree in Commerce and is a 

fellow member of the ICAI. He is on board of various Mahindra Group 

Companies and is also a member of the Global IT Customer Advisory 

Board of CISCO & APJ Customer Advisory Board of HP.  

Dr. Anish Shah (Director) 

Dr. Anish Shah is the Group President (Strategy) for the Mahindra 

Group.  Prior to joining Mahindra & Mahindra in 2014, Dr. Anish Shah 

was President and CEO of GE Capital India  

Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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Investment Rationales 

Market leader in the rural & semi urban space  

MMFS has PAN india presence with extensive branch network in 27 states and 4 union territories through 1181 branches. It holds leadership position in ru-

ral and semi urban India with the highest number of branches of 106 in Uttar Pradesh followed by Maharashtra with 103 branches. BJP’s thumping victory 

in UP in the latest state assembly election will further bolster and strengthen their sentiments and hence position in rural space. 

The Government’s focus on the rural sector will drive demand for all categories of products. Key among them will be personal and commercial vehicles, 

FMCG products and white goods. The fast-tracking of irrigation projects, increase in farm credit, higher allocation to MNREGA and extension of interest rate 

subvention to farmers will boost rural income. All of this is also  likely to boost the SME sector and lead to a demand for higher credit. There was a promi-

nent rural push in the Union Budget 2017-18 as depicted in the below chart. 

 

 

 

 

 

 

 

 

  

 

Significant focus on rural development and focus on doubling 

the farm income in five years entails that rural economy is likely 

to grow significantly creating employments, rural income and 

purchasing power of rural population which will in turn enable 

MMFS to leverage this opportunity.  
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Branch Network 
The diversified branch network in rural and semi urban area  

along with strong parent support and people’s support has led to 

MMFS being the market leader in tractor and vehicle finance 

segment. The NBFC’s widespread office network reduces de-

pendency on any one region in India and mitigates some region-

al, climatic and cyclical risks such as heavy monsoons or 

droughts.  

The number of employees in FY16 stood at 15821 and as on 31st 

Dec 2017, 17,433 employees are serving to provide smooth ser-

vices to its 4 million+ customers.  

Source: Company, Ace Equity, Bloomberg, Union Budget and SMIFS Research  
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Key beneficiary of growing auto industry in India 

Despite stellar growth in Auto industry lately, the room for significant growth still lies. With 18 cars per 1000 people (FY 2014), on account of strong 

long term growth prospects penetration is expected to increase to 27 cars per 1000 people (FY 2020) .  The growth will be driven by increase in disposa-

ble income of households and stable cost of ownership. Ownership of Passenger Vehicle in India stands at 18 per thousand people , far below Italy’s 

588 per thousand people. The total PV population is expected to go up by 90% in 5 years & addressable household by 94%.  

 

Passenger Vehicles growth has been muted in FY16 at 7% compared to FY15. In FY17 it is estimated to clock 9%-11% and the demand in next 5 years is 

estimated at 11%-13% annually. Rising proportion of rural sales with increase in proportion of first time buyers will drive small cars and Utility Vehicle 

growth in long term. However due to infrastructure cess and ban on diesel vehicles over 2000 cc in Delhi, the growth in larger vehicles is expected to be 

low single digit. Implementation of 7th pay commission will also support sale of small cars. GST’s implementation is also expected from 1st July 2017 

which will also boost the sales of small cars.  

 

The growth in Commercial Vehicles segment has been muted in the past year FY16 with just 1 per cent growth over FY15. However in the current fiscal 

year, the growth has started picking up with 7.8 per cent growth for the nine months ended 31st Dec 16. The company saw 10 months of consecutive 

growth after which demonetization led to reduction in industry volumes. In past two years LCV segment has seen negative growth but LCV industry is 

poised to see improved growth in FY17 fuelled by increase of hub and spoke model, growth of organized retail, rising consumption expenditure and im-

provement in rural road infrastructure. Under the Medium and Heavy CV segment, ICV (intermediate commercial vehicle ) and multi axle vehicles will 

grow the share at cost of ICVs.  

 

The Tractor financing market has improved significantly on the back of good monsoon and improvement in farmers sentiment. There was normal rain-

fall after two years of below average rainfall and total area sown under Rabi crop improved by 6% on YoY basis to 616.21 lakh hectares. In FY15 and 

FY16 the tractor demand so negative growth. In FY17 it is expected to clock a 15%-17% growth.  

 

The company has been able to diversify its portfolio by adding vehicles such as passenger cars, Commercial Vehicles (CVs) and also second-hand CVs 

financing to its portfolio but have not exploited till now. The automobile finance market is projected to grow at 16 per cent to 18 per cent annually for 

five years which will help grow asset financing of the company and strengthen their loan portfolio.  

Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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Strong contribution from subsidiaries  

Strong growth in Housing Finance Arm 

India’s housing finance industry is expected to be driven by commendable economic performance, high disposable income and the Government’s sus-

tained focus on affordable housing. Over the last decade, housing finance in India has emerged as one of the most secured asset classes with low delin-

quencies. An easing interest rate environment, rising affordability in Tier 2 and 3 cities are expected to drive future growth. Government has taken steps 

ahead to promote Housing for all by 2022. The 4% interest rate rebate on housing loans of up to INR9 lakh and rebate at 3% on loans up to INR12 lakh and 

also the granting of infrastructure status to affordable housing are some of them. These schemes from government coupled with tailor made schemes by 

Housing Finance companies is likely to boost the housing finance growth.  

Mahindra & Mahindra Financial Services hold 87.5 per cent stake in Mahindra Rural Housing Finance Ltd (MRHFL). MRHFL, which has a reach in 12 states 

works to provide cost effective and flexible home loans to a wide base of customers in rural and semi urban area. It provides loans for home construction, 

purchase, extension and improvement. It reported 34.4 per cent growth in Net Profit for the nine month ended Dec 16 and 30 per cent growth in loan dis-

bursement. Strong performance by Housing Finance arm will support M&M Financial Services growth.  

 

Strong growth in Insurance Brokers Arm 

The company’s Insurance Broking Arm, Mahindra Insurance Brokers Ltd has also been performing well. The company which has been licensed by IRDA for 

undertaking insurance broking in Life, Non-Life and reinsurance businesses provides insurance solutions to retail customers as well as corporations. FM 

Arun Jaitley during the Union Budget 2017-18 announced the listing of state owned general insurance companies which are now preparing for IPOs. This 

itself reflects insurance will be the next big change in India’s Financial Services sector. The insurance arm of MMFS reported a Net Profit of INR33.7 crores 

for the nine months ended Dec 16 against INR32.6 Crores in December 15 and INR48.5 Crores for the fiscal year 2015-16. The net premium increased 23 

per cent for the nine month ended Dec 16 at INR88.58 Crores. For the year ended March 16, MIBL crossed 13,30,929 policies serviced with a substantial 

portion being covered in the rural market. Mahindra & Mahindra Financial Services holds 85 per cent stake in Mahindra Insurance Brokers Ltd.  

MRHFL & MIBL together contributed 16.53 per cent of Net Profit to Mahindra & Mahindra Financial services Ltd for the FY16 as against 6 per cent in FY13. 

With growing focus on affordable housing and insurance sector the contribution from these segments will continue to grow even further. 

Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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No waiver for tractor loans, bet on cars for growth 

MMFS do not consider an option to settle the tractor loans by waiving them off except when a customer has been failing to pay off the principal and 

interest regularly. Such option leads to lower resale price of tractors in the market. Recently, SBI came up with such a settlement option for tractor 

loans with an aim to cut short its defaulter list. The lender is willing to take a hair cut of 40 per cent on outstanding tractor loans. MMFS do not resort 

to such kind of options instilling trust on their customers.  

Tractor demand on track to pre demonetization levels whereas wait and watch for vehicles 

Tractors had finished their season before demonetization and hence did not have to go through the pressure. Between March and April, the demand 

is expected to come back to normalcy because the crop season has been good, the prices have been good and the cash flows have improved from 

November to now. Demonetization has led to delay in getting the money for farmers, but they have sold off their first crop and received the money 

and the next crop is expected to be sold by March. Hence  farm has bounced back and volume should return for the NBFC. 

MMFS finances meaningful share of cars manufactured by Toyota, Hyundai, Ford, Tata Motors and all the models manufactured by Maruti Suzuki, 

and in the rural market Maruti Suzuki is doing well whose volumes will benefit MMFS vehicles segment at large. Adding to this, second hand pre 

owned vehicle segment, second hand tractor segment have also started to gain traction. With Renault, Nissan also getting good response in urban 

India, an exposure of these vehicles in rural India will bode well for the company. 
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Highest number of branches among peers Mahindra and Mahindra Financial Services has one of highest num-

ber of branches among their peers. The NBFC having a pan-India 

presence has opened new branches in the villages which have ena-

bled speedier collections and providing services closer to custom-

ers’ doorsteps. To avoid any kind of fraud, company interchange its 

field and branch officers in every 12-15months. As on 31st March 

2016, the number of employees engaged in the company were 

15,821. These strong principles of company has led to trust among 

its customers.  

Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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Key Competitive Advantages 

Strong Parentage 

MMFS has a strong competitive advantage over its peers due to its parentage. M&M itself is the largest automobile player in the rural and semi urban 

space. It gives large chunk of business to its arm M&M Financial services. M&M has been successful in capitalizing and exploiting its parent’s brand image 

and goodwill.  

Quality Service 

MMFS has a long term history of nearly two decades providing quality services. Not just the parent’s brand image, but its principles of providing custom-

ized financial services aligned to the features of its clientele, simple processes and procedures in sanction and timely disbursement of credit  has made 

the company the preferred choice among the NBFC space. Where the banks usually take 15 to 30 days to sanction a loan and disburse, Mahindra Finance 

offers fast lending process and takes just 2 days to sanction and disburse the loan.  

Strong customer and dealer relationships  

Mahindra Finance’s established reach and huge distribution network helps the company to cater to the remote locations of India.  Its past legacy and 

strong parentage helps in retaining old customers and nurture relationships and acquire new customers at low cost.  

Diversified Product Portfolio 

MMFS has a large diversified product portfolio including vehicle financing, SME financing, Personal loans, mutual fund distribution, insurance broking and 

housing finance, serving varied needs of both rural and urban customers across the country. Apart from financing it’s parent’s vehicles, MMFS also fi-

nances cars manufactured by Maruti, Toyota, Hyundai, Ford. Recently, M&M has tied up with cab aggregator Ola which will help raise the fleet of Ola by 

40,000 vehicles and provide M&M an additional INR2,600 Crore earnings over the next two years. Ola drivers will also be eligible for Mahindra financing, 

where they would get up to 100 per cent financing on new and pre-owned vehicles. The services of Mahindra’s insurance arm would also be offered to 

drivers. This will enable the NBFC to collect cash daily from aggregators and reduce risk of repayment.  

 

Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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       Diversified Product Portfolio 

Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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Diversified and Broad based Liability Mix 
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Funding Mix by Type of Instrument (Dec 16) 

MMFS has a diversified and broad based liability mix. As on De-

cember 2016, only 43 per cent of its borrowings are funded 

from banks and remaining comes from mutual funds, insurance 

companies & pension funds etc. On contrary, other NBFCs large-

ly depend on bank borrowings. Moreover, esteemed rating 

agencies have assigned MMFS stable credit ratings due to its 

strong brand equity which enables it to borrow funds at com-

petitive rates.  

Strong Credit Rating 

Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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Financial Snapshot 

 

 
Assets Under Management (in INR Crores) The Assets Under Management (AUM) has been growing at a decreas-

ing rate in the past five years. The AUM has grown at a CAGR of 18.21 

per cent since FY11-12 whereas from FY09 to FY13 it grew at a CAGR of 

34.47 per cent. This slower growth can be attributed to slow growth of 

financing activities in the rural segment due to bad monsoon and agri-

cultural income in past few years.  

The estimated value of assets financed has also stabled down with 

around 8 per cent CAGR growth from FY12-FY16 period.  

This indicates that the NBFC has immense potential to grow their busi-

ness back to historic levels.  
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Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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AUM mix over the years has largely remained stagnant. 

Over the past five years, the auto/utility vehicles share in 

Assets Under Management has hovered around 30 per 

cent and Commercial Vehicle after 1 per cent share of ups 

and downs has remained at 12 per cent. Major shift was 

seen from Cars to Pre owned vehicles. The share of Cars 

stood at 31 per cent and Pre owned stood at 7 per cent in 

FY12. These two segments have seen a broad shift and 

the share now stands at 24 per cent for cars and 16 per 

cent for pre owned vehicles segment. M&M expects 

growth to come from CV/CE and Pre owned categories 

which could result in lower dependency on parent’s prod-

uct and strengthen its non M&M portfolio. 

Break Up Of AUM (%) 

Loans and Advances (in INR Crores) 

The loan book of M&M Finance has grown at a CAGR of 

23.16 per cent over the period of FY12-FY16. As on 31st 

March 2016, the loans and advances stood at INR42308 

Crores. The loan growth has slowed down due to slowdown 

in economic activity and can be attributed to back to back 

deficient monsoons and depressed rural income. However, 

monsoon this year has been good and there has been pick up 

in tractor and two wheeler sales which could be turning 

point in the rural economy. Moreover government’s thrust 

on doubling farm income, higher allocation to rural economy 

will be a booster. 
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Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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Growth in NII has slowed due to slowdown in Loan growth 
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CAGR growth in NII (FY12-16) has been on the lower side among the peers 
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Due to slowdown in the macro environment the business of 

MMFS has seen negative territory. The loan growth slowed down 

which led to lower interest income growth too. The CAGR growth 

over the last five years is around 20 per cent much below its 

peers. The contracted growth of NII has impacted the Net Interest 

Margin of the business which has come down from 10.10 per cent 

in FY12 to 9 per cent in FY16. Nevertheless, it is much aligned with 

the peers. Going forward, with falling cost of funds & rising yields 

the NIMs will improve.  

Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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Profit After Tax (in INR Cr) and Growth(%) Trend 
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Profitability goes for a toss..!!  

The slowdown in the economic activity coupled with deterio-

ration in asset quality due to RBIs stringent rules relating to 

migration to 90 days past due recognition of NPAs has taken a 

hit on the profitability. The Total Income during the period of  

FY12-FY16 grew by CAGR of 22.34 per cent whereas the Profit 

After Tax during the same period grew by CAGR of 5.14 per 

cent.  

MMFS in Q3FY17 reported standalone net loss of INR15.64 

Crores against a profit of INR166.20 Crores in Q3FY16  led by 

muted Net Interest Income of INR746.30 Crore (+2.1% YoY)  

and higher provisions of INR419 Crores(+23% YoY).  

MMFS during the latest quarter utilized the RBI’s special dis-

pensation scheme after demonetization which led to defer-

ment of recognition of NPAs by 90 days. This had a healthy 

impact on the profitability. But, this leads to a risk of those 

accounts being classified as NPAs during the last quarter of 

FY17 or first quarter of next fiscal. 

However, above average monsoon in rural India and pickup in 

tractor sales and two wheeler sales implies the company can 

expect higher recoveries leading to lower NPAs and better 

profitability. 

Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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Key Ratios 
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Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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Valuation 

The rural economy is on the verge of turnaround on account of multiple reasons.  

 A good monsoon after two years of back to back below average rainfall.  

 Increased focus of government on rural economy hinted by constant increase in rural allocation of expenditure in Union Budget to result in im-

proved rural India cash flows. 

 A thumping victory by BJP in UP where MMFS has the highest number of branches comprising 1/10th of their total offices across the country. 

 Reduction of tax rate in Union Budget 2017-18 from 10 per cent to 5 per cent for the lowest tax slab (INR2,50,000 to INR5,00,000)- a positive 

trigger for semi urban population.  

 Implementation of Seventh Pay Commission. 

 Growing Auto industry, Insurance industry, Housing Finance industry and focus on affordable housing bodes well for the company. 

Key Risks 

 Cyclicality nature of the business 

 Elevating Non Performing Assets due to 90DPD norms coupled with lagged repayments. 

 Low exposure in urban India i.e limited geographical reach confined to rural India 

 Peers outperforming lately 

 

Despite challenging times for the economy and the company, the Mahindra & Mahindra Financial Services has been able to maintain a return on 

equity above 10 per cent and we expect it to accelerate going forward.  We assign a P/BV multiple of 2.80x to its FY19 Book Value per share esti-

mate of INR155.74 and arrive at a target price of INR436.00 

Source: Company, Ace Equity, Bloomberg and SMIFS Research  
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