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Muthoot Microfin Ltd.

NBFC-MFI

SENSEX: 71,484
NIFTY: 21,457

A leading south-based player in the microfinance....

Muthoot Microfin Ltd. (MML), a microfinance institution promoted by the Muthoot Pappachan
Group, specializes in providing micro-loans to women customers, primarily for income
generation in rural areas of India. As of March 31, 2023, MML ranks as the 5th largest NBFC-MFI
in India based on its gross loan portfolio. Additionally, it holds the position as the 3rd largest
NBFC-MFI in South India by gross loan portfolio and is the leading microfinance institution in
Kerala with the highest market share. MML is also a significant player in Tamil Nadu, holding
an almost 16% market share. The company serves 0.32cr active customers through 1,340
branches across 339 districts in 18 states and union territories in India, as of September 30,
2023.

o The microfinance industry’s gross loan portfolio increased at 21% CAGR since FY18 to
reach ~ 3.3 trillion in Q3FY23 and is expected to reach 4.9 trillion by the end of FY25.
(Source: CRISIL MI&A).

e The Assets Under Management (AUM) of the company increased to Rs.10,870.67cr in
H1FY24 from Rs.7,449.47cr in H1FY23.

] Muthoot Microfin's revenue increased by 44% CAGR to Rs.1,446.34cr between FY21-23,
while its PAT zoomed by 384% CAGR during the same period. The net interest margin
expanded by 200 bps YoY to 11.6% for FY23.

e  MML saw a significant improvement in asset quality, with gross NPAs decreasing to 2.97%
from 7.39% and net NPAs declining to 0.60% from 1.42%, which are among the lowest in
the NBFC-MFI sector.

e  The RoA improved from 0.2% to 2.2% over FY21-23, while the RoE improved from 0.8%
to 11.1% over the same period, which is impressive within the industry.

e In H1FY24, the income rose 70% YoY to Rs.1,047cr and the profitability of the company
surged 1,537% to Rs.205.26cr.

e They're expanding into North, East, and West India, with plans to expand into Uttar
Pradesh, Bihar, Rajasthan, and Punjab, which are underpenetrated states.

e MML is supported by marquee investors, namely Creation Investments India LLC and
Greater Pacific Capital WIV Ltd, who collectively hold 28% of the equity share capital of
the company on a fully diluted basis.

® At the upper price band of Rs.291, MML is available at a P/B of 1.9x (FY24E annualised),
which appears to be reasonably priced. Going forward, the microfinance industry will
continue to exhibit strong growth on the back of the government’s continued focus on
strengthening the rural financial ecosystem, robust credit demand, and higher-ticket
loans disbursed by microfinance lenders. Based on its diversified lending products, focus
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Issue Details

Date of opening December 18, 2023
Date of closing December 20, 2023
Total No. of shares offered (Cr.) 3.3

Post Issue No. of shares (Cr) 17

Price Band 3277-%291
Face Value 10

Bid Lot 51 Shares

Minimum application for retail (upper

price band for 1 lot) 314,841
Maximum application for retail (upper

price band for 13 lot) 31,92,933
Listing BSE,NSE

ICICI Securities Ltd, Axis
Lead Managers Capital, JM Financial, SBI
Capital Markets

Registrar KFin Technologies Ltd.
e N
Fresh Issue 760
OFS 200
Total Issue 960
shareholding (%) | Predssue | Postissue
Promoter & Promo. Group 69.08 55.46
Public & Others 3091 44.54
Total 100 100
Retail 35 3325
Non-Institutional 15 142.5
QIB 50 475
Employee reservation - 10
Total 100.0 960.0

Y.E March (X cr) Consol. FY22 FY23 H1FY24
388 742 498

Net Interest Income (NII)

on digital transformation, and expanding geographical footprint, we assign a “Subscribe” % Change 20 91 -
rating for MML on a medium- to long-term basis. Net Interest Margin % 9.6 11.6 12.4
Purpose of IPO PAT Adj. 47 164 205
The IPO is a combination of a fresh issue (Rs.760cr) and an OFS portion (Rs.200cr). The net proceeds % Change 572 246 -
from the fresh issue will be utilised for augmenting the capital base to meet future capital Eps piluted 28 99 12.0
requirements and general corporate purposes. P/E (x) 108 30 24
Key Risks P/BV (x) 3.7 3.1 1.9
e  The Company’s main operations are in South India, accounting for 52% of gross loan portfolio, RoE (%) 4.3 11.1 11.8
which is expected to decrease in future due to expanding geographical footprint. RoA (%) 0.9 2.2 2.2
e  The microfinance industry’s unique customer profile may lead to increased non-performing I
nnualise
assets, potentially affecting financial performance.
Peer Valuation
Company MCap(Xcr) AUM(Xcr) AUM Growth(%) BV(X) EPS(R) RoE (%) RoA (%) P/BV  P/E(x) CMP(X)
Muthoot Microfin 4,961 9,208 47.2 95.4 9.6 11.1 212 3.1 30.3 291
Creditaccess Gramin Bank 27,986 21,031 53.2 327 52.0 18.3 4.5 5.4 33.8 1,758
Fusion Micro Finance 5,699 9,296 39.7 231 43.3 21.2 4.6 2.4 13.0 561
Spandana Spoorty Fin. 7,225 7,980 29.7 437 1.7 0.4 0.2 2.3 583 1,016
Source: Geojit Research, Bloomberg; Valuations of MML are based on upper end of the price band (post issue), Financials as per FY23 consolidated.
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Business Description:

Muthoot Microfin Ltd (MML) promoted by Muthoot Pappachan Group, Muthoot Microfin Limited (Muthoot Microfin) was incorporated
on April 6, 1992. The RBI has granted NBFC-MFI status to the company with effect from March 25, 2015. Muthoot Microfin is a micro-
finance institution providing micro-loans to women customers (primarily for income generation purposes) with a focus on rural regions of
India. Muthoot Microfin is the 5th largest NBFC-MFI in India in terms of gross loan portfolio as of March 31, 2023. They are also the 3rd
largest amongst NBFC-MFIs in South India in terms of gross loan portfolio, the largest in Kerala in terms of MFI market share, and a key
player in Tamil Nadu with an almost 16% market share.

Company’s loan products comprise:

e  Group loans for livelihood solutions such as income generating loans, Pragathi loans and individual loans;

e  Life betterment solutions including mobile phones loans, solar lighting product loans and household appliances product loans;

[ Health and hygiene loans such as sanitation improvement loans; and

e  Secured loans in the form of gold loans and the Muthoot Small & Growing Business (MSGB) loans.
Strengths

e  Market leadership with a pan-India presence

e  Rural focused operations, with a commitment towards health and social welfare of the customers
e  Brand recall and synergies with the Muthoot Pappachan Group

e  Robust risk management framework leading to healthy portfolio quality

e  Streamlined operating model with effective use of technology

e Access to diversified sources of capital and effective cost of funds

e  Experienced and Professional Management, with Strong Corporate Governance
Strategies

e  Expand the geographical footprint and sourcing platform across India
e  Continue to Enhance Information Technology with a Focus on Customer Service, Operational Efficiency and Cost Optimization
e  Leverage the existing branch network to expand the customer base and gross loan portfolio

e Diversifying the Sources of Funds

Industry outlook

The microfinance industry’s gross loan portfolio increased at a compounded annual growth rate of 21% since the financial year 2018 to
reach approximately X3.3 trillion in the third quarter of the financial year 2023. The growth rate for non-banking financial companies -
microfinance institutions, is the fastest as compared to other player groups. Going forward, the microfinance industry will continue to see
strong growth due to the Government’s continued focus on strengthening the rural financial ecosystem, robust credit demand, and higher-
ticket loans disbursed by microfinance lenders (Source: CRISIL Report).

Promoter and promoter group
Thomas John Muthoot, Thomas Muthoot, Thomas George Muthoot, Preethi John Muthoot, Remmy Thomas, Nina George and Muthoot

Fincorp Limited are the Promoters of the company. Currently the Promoters, collectively, hold 99,720,468 Equity Shares in the company,
representing 69.08% of the issued, subscribed, and paid-up equity share capital of the company, on a fully diluted basis.

Brief Biographies of directors

e Thomas Muthoot is one of the Promoters and the Managing Director of the Company. He is on the board of directors of several com-
panies including Muthoot Capital Services Ltd, Muthoot Fincorp Ltd, Muthoot Housing Finance Co Ltd and Muthoot Hotels Pvt Ltd.

e Thomas John Muthoot is one of the Promoters and a Non-Executive Director of the Company. He is on the board of directors of com-
panies including Muthoot Fincorp Ltd, Muthoot Capital Services Ltd, Muthoot Housing Finance Co Ltd and Muthoot Hotels Pvt Ltd.

e Thomas George Muthoot is one of the Promoters and a Non-Executive Director of the Company. He is on the board of directors of
companies like Muthoot Fincorp Ltd, Muthoot Capital Services Ltd, Muthoot Housing Finance Co Ltd and Muthoot Hotels Pvt Ltd.

e Akshaya Prasad is a Non-Executive Director on the Board. He is also on the board of directors of Enzen Global Solutions Pvt Ltd and a
director of Greater Pacific Capital India Pvt Ltd. He was previously associated with Goldman Sachs (India) Securities Pvt Ltd.

e John Tyler Day is a Non-Executive Director on the Board. He is associated with Creation Investment Capital Management LLC.

e Alok Prasad is a Non-Executive Independent Director on the Board. He is on the board of directors of several companies such as Gang
-Jong Development Finance Pvt Ltd and Fincare Small Finance Bank Ltd.

e Thai Salas Vijayan is a Non-Executive Independent Director on the Board.

e Bhama Krishnamurthy is a Non-Executive Independent Director on the Board. Pushpy Babu Muricken is a Non-Executive Inde-
pendent Director on the Board. She is also on the Board of directors of Joyalukkas India Ltd.

e Anand Raghavan is a Non-Executive Independent Director on the Board. He was previously associated with Ernst and Young and
Sundaram Finance Ltd. He has over 30 years of experience in the field of finance.

e Sadaf Sayeed is the Chief Executive Officer of the company. He has been associated with the Muthoot Pappachan Group for the last 12
years. He has over 22 years of experience in banking and financial sector.

e  Praveen T is the Chief Financial Officer of the company. He has been associated with the Muthoot Pappachan Group for 10 years.

e Neethu Ajay is the Company Secretary and Chief Compliance Officer of the company.
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CONSOLIDATED FINANCIALS

PROFIT & LOSS BALANCE SHEET
Interest Income 729 1,291 914 Liabilities
Interest Expense 340 549 415 Capital 1383 140.2 140.2
Net Interest Income 388 742 498 Reserve & Surplus 1,203.2 1,485.7 1,701.9
% Change 20 91 - Deposit - - -
Non-Interest Income 114 156 134 Borrowings 3,971.6 6,493.2 7,746.1
Operating income il S/ ooz Provision & Other 2833 4102 4431
Operating Expenses 327 461 295 Liabilities
Total Income 843 1,446 1,047 Total Liabilities 5,591 8,529 10,031
Total Expenditure 667 1,010 710 Assets
Pre-Prov.Profit 176 436 337 Fixed Assets 121.2 171.6 189.4
% Change 24 148 - Investments 3.4 67.4 56.6
Provisions 111 223 63 Advances 4398.1 7026.7 8549.9
PBT 65 213 275 Other Assets 68.9 1131 182.9
Tax 17 49 69 Cash & Bank Balances 999.9 1,150.4 1,052.1
Tax Rate % 27 23 25 Total Assets 5,591 8,529 10,031
Reported PAT 47 164 205
Adj. - - -
Adj. PAT 47 164 205
% Change 572 246 -
Post Issue No.of Shares (Cr.) 17 17 17
Adj. EPS (Rs) 2.8 9.6 12.0
[ -
% Change 572 246 RATIOS
AUM Rs.Cr 6,255 9,208 10,867
Growth 25.4 47.2 459
Per Share Data (Rs.)
EPS Diluted 2.8 9.6 12.0
BV 78.4 95.4 108.1
Key Ratios
Avg. Yield on loans o/s 179 21.8 229
Avg. Cost of Borrowing 10.4 10.9 11.2
Spread % 7.5 109 11.7
Net Interest Margin % 9.6 11.6 12.4
Credit Cost Ratio 2.2 3.0 1.2
Capital %
CRAR % 28.8 21.9 20.5
Tier I 28.4 219 20.5
Net worth Rs.Cr 1,336.6 1,625.8 1,842.1
Asset Quality %
GNPA 6.26 2.97 2.37
NNPA 1.55 0.60 0.33
PCR 76.86 80.32 86.42
Return Ratios (%)
RoE 4.26 11.06 11.84
RoA 0.92 2.16 2.21
Valuations
P/E (x) 105 30 24
P/BV (x) 3.7 3.1 1.9*

*Annualised

www.geojit.com




€ GEOJIT

PEOPLE YOU PROSPER WITH

DISCLAIMER & DISCLOSURES
Certification
We, Mithun T Joseph and Rajeev T, author of this Report, hereby certify that all the views expressed in this research report reflect our personal views about

any or all of the subject issuer or securities. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred
to as Geojit.

For General disclosures and disclaimer: Please Visit : https: //www.geojit.com/research-disclosures#fundamental-research

CRISIL has provided research support in preparation of this research report and the investment rational contained herein along with financial forecast. The
target price and recommendation provided in the report are strictly Geojit’s views and are NOT PROVIDED by CRISIL. Further, CRISIL expresses no opinion
on valuation and the associated recommendations. CRISIL has no financial liability whatsoever, to the subscribers / users of this report.

Regulatory Disclosures:

Group companies of Geojit Financial Services Limited are Geojit Technologies Private Limited (Software Solutions provider), Geojit Credits Private Limited
(NBFC), Geojit Investment Limited (financial Services Company ( yet to start operations)), Geojit Techloan Private Ltd( P2P lending (yet to start opera-
tions)), Geojit IFSC Ltd ( a company incorporated under IFSC Regulations( yet to start operations)), Qurum Business Group Geojit Securities LLC ( a joint
venture in Oman engaged in Financial Services ), Barjeel Geojit Financial Services LLC (a joint venture in UAE engaged in Financial Services), Aloula Geojit
Capital Company (a joint venture in Saudi Arabia (Under Liquidation)) and BBK Geojit Securities Co. K.S.C.C (a subsidiary in Kuwait-engaged in Financial
services ). In the context of the SEBI Regulations on Research Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and in the course
of our business as a stock market intermediary, we issue research reports /research analysis etc. that are prepared by our Research Analysts. We also af-
firm and undertake that no disciplinary action has been taken against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader
before making an investment decision:

1. Disclosures regarding Ownership:

Geojit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein.

It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein.

Further, the Analyst confirms that:

(i) He, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict in the
subject company.

(ii) He, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject company covered.

2. Disclosures regarding Compensation:

During the past 12 months, Geojit or its Associates:

((a) Have not received any compensation from the subject company. (b) Have not managed or co-managed public offering of securities for the subject com-
pany. (c) Have not received any compensation for investment banking or merchant banking from the subject company. However, we have a B2B arrange-
ment with the subject company. (d) Have not received any compensation for products or services other than investment banking or merchant banking or

brokerage services from the subject company. (e) Have not received any compensation or other benefits from the subject company or third party in connec-
tion with the research report. (f) The subject company is / was not a client during twelve months preceding the date of distribution of the research report

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:

Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage ser-
vices or transactions pertaining to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst's connection with the subject company:

It is affirmed that we, Mithun T Joseph and Rajeev T, Research Analyst (s) of Geojit have not served as an officer, director or employee of the subject compa-
ny

5. Disclosure regarding Market Making activity:

Neither Geojit/its Analysts have engaged in market making activities for the subject company.

6. “Registration granted by SEBI, membership of BASL (in case of [As) and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.”

7. Standard Warning: “Investment in securities market are subject to market risks. Read all the related documents carefully
before investing.”

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and Ex-
change Board of India before investing.

Geojit Financial Services Ltd. Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-2901000, Website:
www.geojit.com. For investor queries: customercare@geojit.com. Compliance officer: Ms. Indu K. Address: Geojit Financial Services Limited, 34/659 P,
Civil Lane Road, Padivattom, Kochi - 682024; Phone: +91 484-2901367; Email: compliance@geojit.com. For grievances: Grievance Officer: Mr Nitin K;
Address: Geojit Financial Services Limited,34/659 P, Civil Lane Road, Padivattom, Kochi - 682024; Phone: +91 484-2901363; Email: grievanc-
es@geojit.com. Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research Entity SEBI Reg No:
INH200000345, Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN
Regn.Nos:0098, IRDA Corporate Agent (Composite) No.: CA0226.
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