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Shriram Finance

Sustained strong show

Another quarter of steady performance

Shriram Finance delivered an in-line growth, softer NIM and stronger asset quality
performance versus our expectations. Disbursement momentum (up 24% vyoy)
remained robust, underpinning a sturdy AUM growth (4% qoq/21% yoy). Growth was
driven by continued traction in Used PV (book up 6% qoq/27% yoy) and MSME (book
up 10% qoq/44% yoy) and revival in Farm Equipment financing (book up 7% qoq/17%
yoy). Negligible impact on collections from heatwaves and elections led to benign new
delinquency creation and forward flows. Persistent recovery efforts and buoyancy in
used vehicle prices is underpinning sustained NPL resolution momentum. Mild decline
in the level of Stage-3 and Stage-2 assets, stable write-off and steady ECL coverage
drove lower-than-expected credit cost of 2.1%. Company continues to deliver
3%+/15%+ RoA/RoE.

Growth outlook sanguine; company set to surpass 15% growth guidance

At individual product level, the growth outlook for Shriram Finance remains healthy-to-
strong. In the largest business segment of Used CV financing (~48% of AUM), growth
levers would continue to be 1) dominant market position (sustained market share gains
in gradually formalizing market), 2) lesser competition in mainstay 5-10 years old
vehicle finance segment (~80% of used CV disbursements) and 3) value growth (would
help for few more quarters). Growth in used PV has been stronger than used CV aided
by solid traction/demand for used Buses and used Cars, and the management is
confident about such growth sustaining for a couple of years. MSME financing portfolio
is receiving growth fillip from roll-out in CV branches, even as ATS and loan tenors have
been largely stable. The product has been rolled out in ~120 CV branches so far and
would be introduced in another 250 branches in next two years. In Gold Loans, the co.
has substantially ramped-up distribution through introduction in 800+ CV branches and
addition of ~3500 people. Sharpened operational focus and the significant increase in
gold price would also aid growth in this product.

Expect 20% earnings CAGR over FY24-26; valuation to re-rate further

Shriram Finance has demonstrated strong and consistent execution on growth and
asset quality fronts since H2 FY23. Further AUM mix shift towards relatively higher
yielding products (MSME, Gold Loans & 2Ws) is likely to support stable margin delivery
in ensuing quarters. We expect 16% AUM CAGR and 20% earnings CAGR over FY24-
26 with average RoA/RoE delivery of 3.4%/17%. Despite recent rally, stock’s valuation
(2x P/ABV and 10.7x P/E on FY26 estimates) is palatable in the context of envisaged
growth/RoE delivery. Shriram Finance remains our preferred pick in vehicle finance
coverage. We reiterate BUY with 12m PT of Rs3420.

Exhibit 1: Result table

(Rs mn) Q1FY25 Q4 FY24 % qoq Q1FY24 % yoy
Total Operating Income 96,050 94,837 1.3 79,995 20.1
Interest expended (41,289) (39,898) 3.5 (34,875) 18.4
Net Interest Income 54,761 54,939 (0.3) 45,119 21.4
Other Income 47 141 (66.5) 52 (8.2)
Total Income 54,808 55,080 (0.5) 45171 21.3
Operating expenses (16,267) (16,024) 1.5 (13,908) 17.0
PPoP 38,541 39,056 (1.3) 31,262 23.3
Provisions (11,876) (12,615) (5.9) (8,786) 35.2
PBT 26,666 26,441 0.8 22,476 18.6
Tax (6,860) (6,983) (1.8) (5,722) 19.9
PAT 19,806 19,459 1.8 16,754 18.2
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(Rs mn) FY24 FY25E FY26E
Op. income 2,01,915 242407 2,83,339
PPOP 142,020 1,72957 2,04,796
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Growth (%) 20.3 21.7 17.4
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Exhibit 2: Business Data

(Rs bn) Q1FY25 Q4 FY24 % qoq Q1FY24 % yoy
AUM 23,34,436 22,48,620 3.8 19,32,147 20.8
Commercial Vehicle 10,96,792 10,69,351 2.6 9,59,047 144
Passenger Vehicle 4,59,823 4,31,962 6.4 3,62,920 26.7
Construction Equipment 1,70,410 1,69,540 0.5 1,46,262 16.5
Farm Equipment 39,822 37,153 7.2 34,191 16.5
MSME 2,88,024 2,62,270 9.8 2,00,448 43.7
2-Wheelers 1,29,091 1,25,524 2.8 1,00,235 28.8
Gold 61,225 62,998 (2.8) 49,848 22.8
Personal Loans 89,251 89,823 (0.6) 79,197 12.7
Source: Company, YES Sec
Exhibit 3: Key Ratios
(VA Q1FY25 Q4 FY24 chg qoq Q1FY24 chg yoy
NIM (%) 8.8 9.0 (0.2) 8.3 0.5
Cost to Income (%) 27.5 26.6 0.8 28.9 (1.4)
BV (Rs) 1,345.0 1,292.4 4.1 1,198.6 12.2
RoE (%) 16.0 16.4 (0.3) 15.2 0.8
RoA (%) 3.1 3.2 (0.1) 3.1 0.0
CAR (%) 20.3 20.3 (0.0) 224 (2.1)
Gross Stage 3 (%) 5.4 5.5 (0.1) 6.0 (0.6)
Net Stage 3 (%) 2.7 2.7 0.0 3.0 (0.3)
Stage 3 Coverage (%) 51.1 51.8 (0.6) 52.5 (1.4)
Source: Company, YES Sec
Exhibit 4: Funding Mix
Share (%) Q1FY25 Q4FY24 chg qoq Q1FY24 chg yoy
NCD 16.8 17.0 (0.3) 17.7 (1.0)
Public Deposits 24.8 23.9 0.9 23.9 0.9
Securitisation 15.2 15.7 (3.3) 14.9 1.5
Sub-ordinate debts 1.4 2.3 (0.9) 27 (1.4)
Term Loans 24.8 24.6 0.2 24.3 0.5
ECB (External Comm. bond) 5.8 5.9 (0.1) 7.8 (2.0)
ECB Loans 8.3 7.8 0.5 6.9 13
Other Borrowings 1.3 1.6 (0.2) 1.0 0.3

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 5: ECL Summary

ECL (Rs mn) Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25
Gross Stage 3 115,089 115,563 1,19,523 1,20,812 1,24,078
ECL Provisions - Stage 3 60,475 61,362 63,793 62,567 63,460
Net Stage 3 54,613 54,202 55,730 58,244 60,618
Gross Stage 3 (%) 6.0 5.8 5.7 515 5.4
Net Stage 3 (%) 3.0 2.8 2.7 2.7 2.7
Coverage ratio - Stage 3 (%) 5215 53.1 53.4 51.8 51.1
Gross Stage 1 1,642,486 1,737,133 18,43,116 19,45,799 20,25,068
ECL Provisions - Stage 1 47,817 53,115 57,364 63,741 69,197
Net Stage 1 1,594,669 1,684,018 17,85,752 18,82,058 19,55,871
Gross Stage 1 (%) 86.1 87.0 87.3 87.8 88.0
Coverage ratio - Stage 1 (%) 2.9 3.1 3.1 3.3 3.4
Gross Stage 2 149,644 143,250 1,47,923 1,50,067 1,53,317
ECL Provisions - Stage 2 10,465 9,743 10,450 11,075 11,586
Net Stage 2 139,179 133,507 1,37,474 1,38,992 1,41,731
Gross Stage 2 (%) 7.8 7.2 7.0 6.8 6.7
Coverage ratio - Stage 2 (%) 7.0 6.8 71 7.4 7.6

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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Exhibit 6: 1-yr rolling P/ABV band

Shriram Finance Limited

Exhibit 7: 1-year rolling P/ABV vis-a-vis the mean
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FINANCIALS

Exhibit 8: Balance Sheet

Y/e 31 Mar (Rs m) FY22 FY23 FY24 FY25E FY26E
Equity Share Capital 2,705 3,744 3,758 3,758 3,758
Other Equity 2,56,617 4,29,322 4,81,926 5,49,674 6,32,652
Share-holders fund 2,59,322 4,33,066 4,85,684 5,53,432 6,36,410
Financial Liabilities 11,58,745  15,97,851  18,79,063  21,58,425  24,39,020
Trade payables 1,687 2,947 2,172 - -
Debt Securities 4,12,566 4,36,526 4,49,486 5,16,909 5,84,107
Borrowings (Excl. Debt Sec.) 4,66,769 7,35,900 9,21,488 10,559,711 11,97,474
Deposits 2,19,490 3,61,398 4,44,436 5,11,102 5,77,545
Subordinated Liabilities 46,143 45,239 43,001 49,451 55,879
Other Financial Liabilities 8,596 10,207 18,480 21,252 24,015
Non-Financial Liabilities 2,994 5,721 8,013 8,814 9,696
Current tax liabilities (net) 368 1,609 2,378 2,616 2,877
Provisions 1,382 2,115 2,962 3,258 3,584
Other non-financial liabilities 1,244 1,998 2,673 2,940 3,234
Total Liabilities & Equity 14,21,061  20,36,639  23,72,760  27,20,671  30,85,125
Financial Assets 14,02,782  19,73,857 23,01,820 26,48,077 30,10,413
Cash and Cash Equivalents 1,06,624 95,053 60,134 1,04,928 86,223
Bank balances 56,927 63,121 47,993 - -
Derivative financial instruments 2,014 6,688 3,305 3,635 3,999
Receivables 1,958 2,771 3,846 4,230 4,654
Loans 11,66,652  17,19,846  20,79,294  24,11,981  27,73,778
Investments 68,092 85,651 1,06,566 1,22,551 1,40,934
Other Financial Assets 515 727 682 751 826
Non- Financial Assets 18,279 62,782 70,940 72,593 74,712
Current tax assets (Net) 2,282 7,170 5,725 6,298 6,927
Deferred tax assets (Net) 8,694 17,439 28,840 31,724 34,897
Investment Property 20 26 10 11 12
Property, Plant and Equipment 1,106 2,095 8,458 9,303 10,234
Intangible assets 30 26,905 24,407 21,407 18,407
Other Non-Financial Assets 3,122 4,245 3,501 3,851 4,236
Total Assets 14,21,061  20,36,639  23,72,760  27,20,671  30,85,125

Source: Company, YES Sec.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 5
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Exhibit 9: Income statement

Y/e 31 Mar (Rs m) FY22 FY23 FY24 FY25E FY26E
Income from Operations 1,92,552 2,97,722 3,49,644 4,18,121 478,975
Interest expense (97,343) (1,25/458) (1,48,061) (1,76,096) (1,96,074)
Net interest income 95,209 1,72,264 2,01,583 2,42,025 2,82,900
Non-interest income 191 307 332 382 439
Total op income 95,399 1,72,571 2,01,915 2,42,407 2,83,339
Total op expenses (21,298) (49,131) (59,895) (69,450) (78,543)
PPoP 74,101 1,23,441 1,42,020 1,72,957 2,04,796
Provisions (38,609) (41,592) (45,183) (54,669) (65,927)
Profit before tax 35,493 81,849 96,836 1,18,288 1,38,869
Taxes (8,413) (22,056) (24,932) (30,755) (36,106)
Net profit 27,079 59,793 71,905 87,533 1,02,763

Source: Company, YES Sec

Exhibit 10: Growth and Ratio matrix
Y/e 31 Mar FY22 FY23 FY24 FY25E FY26E
Growth matrix (%)
Net interest income 13.8 80.9 17.0 20.1 16.9
Total op income 13.8 80.9 17.0 20.1 16.9
Op profit (pre-provision) 15.8 66.6 15.1 21.8 18.4
Net profit 8.9 120.8 20.3 21.7 174
Advances 7.7 47.4 20.9 16.0 15.0
Total Borrowings 7.8 37.9 17.7 15.0 13.0
Total assets 9.5 43.3 16.5 14.7 13.4
Profitability Ratios (%)
NIM 6.9 10.0 9.8 10.0 10.1
Non-interest income /Total income 0.2 0.2 0.2 0.2 0.2
Return on Avg. Equity 114 17.3 15.7 16.8 17.3
Return on Avg. Assets 2.0 3.5 3.3 3.4 3.5
Per share ratios (Rs)
EPS 100.1 159.7 191.3 232.9 273.5
Adj. BVPS 794.3 1005.0 1137.4 1292.7 1491.9
DPS 20.0 35.0 45.0 45.0 45.0
Other key ratios (%)
Cost/Income 22.3 28.5 29.7 28.7 27.7
Tier-1 capital 29.9 23.3 19.6 20.3 20.6
Credit Cost 2.8 24 2.2 2.3 24
Stage 1 and 2 ECL Provision 3.9 3.3 3.6 0.0 0.0
Tax rate 23.7 26.9 25.7 26.0 26.0
Dividend yield 0.7 1.2 1.5 1.5 1.5

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



~/ YES SECURIT*ES

INSTITUTIONAL EQUITIES

Recommendation Tracker

Shriram Finance Limited

3510 - SHRIRAMFIN Reco  ------- Nifty (RHS)
3,010 - Buy
Buy 2,499

2,307
2510 - '
Buy Buy B WM\\'__

uy
2010 1812 1900 1M IRV
’ w WA — Fa ’ v-!

1,510 ~
PRAGEAY Yy, -
AT , Tovs o TN N
1,010 - o
510 -
10 -

Jul-23  Aug-23  Sep-23  Oct-23  Nov-23 Dec-23  Jan-24  Feb-24 Mar-24 Apr-24 May-24

v

Jun-24

26,000
25,000
24,000
23,000
22,000
21,000
20,000
19,000
18,000
17,000
16,000

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



~/ YES SECURIT1ES

INSTITUTIONAL EQUITIES

Shriram Finance Limited

STANDARD DISCLAIMER:

YES Securities (India) Limited, Registered Address: 2" Floor, North Side, YES BANK House, Off Western Express Highway,
Santacruz East, Mumbai - 400055. Maharashtra, India | Correspondence Add: 7™ Floor, Urmi Estate Tower A, Ganpatrao
Kadam Marg, Opp. Peninsula Business Park, Lower Parel (West), Mumbai - 400 013, Maharashtra, India. | Website:
www.yesinvest.in | Email: customer.service@ysil.in

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 |
Member Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL & NSDL: IN-DP-653-2021 | RESEARCH
ANALYST: INHO00002376 | INVESTMENT ADVISER: INAOO0007331 | Sponsor and Investment Manager to YSL Alternates
Alpha Plus Fund (Cat Ill AIF) and YES Wealth Maximiser AIF (Cat Il AIF) SEBI Registration No.: IN/AIF3/20- 21/0818 | AMFI
ARN Code - 94338

Details of Compliance Officer: Aditya Goenka | Email: compliance@ysil.in / Contact No.: 022-65078127 | Grievances
Redressal Cell: customer.service@ysil.in / igc@ysil.in

Standard Disclaimer: Investment in securities market are subject to market risks; read all the related documents carefully
before investing. Above representation provides an overview related to our past performance neither does it provide any
guarantee of future performance, nor we are ensuring any guaranteed returns. Actual Client returns may vary depending
upon time premium, volatility Index, intrinsic value of the script, open interest, other geopolitical conditions and choice of the
customer to execute the recommendation in full or part. All recommendations are published under Research Analyst License
of YES Securities (India) Limited (YSIL); execution of the recommendation is at complete discretion of customer without any
intervention by the research publisher.

Contents which are exclusively for Non-Broking Products/Services e.g. Mutual Fund, Mutual Fund-SIP, Research reports,
Insurance, etc. where the YSIL is just a distributor. These are not Exchange traded product and the YSIL is just acting as
distributor. Kindly note that all disputes with respect to the distribution activity, would not have access to Exchange investor
redressal forum or Arbitration mechanism.

YSIL is a wholly owned subsidiary of YES Bank Limited. Savings, Current, PIS and Demat Account are offered by YES Bank
Limited. Please note Brokerage would not exceed the SEBI prescribed limit. YSIL also acts in the capacity of distributor for
Products such as IPOs, Mutual Funds, Mutual Fund-SIPs, NCD/Bonds, etc., All disputes with respect to the distribution
activity, would not have access to Exchange investor redressal forum or Arbitration mechanism.

Margin Trading Funding (MTF) is an exchange approved product offered to YSIL trading account holders, as per the regulation
and guideline of SEBI Circular: CIR/MRD/DP/54/2017 dated June 13, 2017. For product specification, T&C, rights and
obligations statement issued by the YSIL visit https://yesinvest.in/standard_documents_policies

DISCLAIMER

Investments in securities market are subject to market risks, read all the related documents carefully before investing.

The information and opinions in this report have been prepared by YSIL and are subject to change without any notice. The
report and information contained herein are strictly confidential and meant solely for the intended recipient and may not be
altered in any way, transmitted to, copied or redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSIL.

The information and opinions contained in the research report have been compiled or arrived at from sources believed to be
reliable and have not been independently verified and no guarantee, representation of warranty, express or implied, is made
as to their accuracy, completeness, authenticity or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative instruments related to such securities. Investments
in securities are subject to market risk. The value and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. Investors should note that Price of each of the securities or value may rise or fall
and, accordingly, investors may even receive amounts which are less than originally invested. The investor is advised to take
into consideration all risk factors including their own financial condition, suitability to risk return profile and the like, and take
independent professional and/or tax advice before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements regarding future prospects may not materialize and are
of general nature which may not be specifically suitable to any particular investor. Past performance may not necessarily be
an indicator of future performance. Actual results may differ materially from those set forth in projections. Registration
granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance
of returns to investors. YES Securities (India) Limited conforms with the rules and regulations enumerated in the Securities
and Exchange Board of India (Research Analysts) Regulations, 2014 as amended from time to time.

Technical analysis reports focus on studying the price movement and trading turnover charts of securities or its derivatives,
as opposed to focussing on a company’s fundamentals and opinions, as such, may not match with reports published on a
company’s fundamentals.

YSIL, its research analysts, directors, officers, employees and associates accept no liabilities for any loss or damage of any
kind arising out of the use of this report. This report is not directed or intended for distribution to, or use by, any person or
entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject YSIL and associates to any
registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for
sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required
to inform themselves of and to observe such restriction.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 8
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YES Securities (India) Limited distributes research and engages in other approved or allowable activities with respect to U.S.
Institutional Investors through Rule 15a-6 under the Securities Exchange Act of 1934 (the "Exchange Act")™" and regulations
under an exclusive chaperone arrangement with Brasil Plural Securities LLC. The views and sentiments expressed in this
research report and any findings thereof accurately reflect YES Securities (India) Limited analyst’s truthful views about the
subject securities and or issuers discussed herein. YES Securities (India) Limited is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is not a member of the Securities Investor Protection
Corporation ("SIPC"). Brasil Plural Securities LLC is registered as a broker-dealer under the Exchange Act and is a member of
SIPC. For questions or additional information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call +1 212 388 5600.

This research report is the product of YES Securities (India) Limited. YES Securities (India) Limited is the employer of the
research analyst(s), the authors of this research report. YES Securities (India) Limited is the concerned representatives
(employees) of YES Securities (India) Limited, are responsible for the content of this research report including but not limited
to any material conflict of interest of YES Securities (India) Limited in relation the issuer(s) or securities as listed in this research
report. This YES Securities (India) Limited research report is distributed in the United States through Brasil Plural Securities
LLC (BPS). The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and is/ are
not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a
U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public
appearances and trading securities held by a research analyst account. As per SEC Rule 15a-6, the U.S. broker-dealer must
accompany any third party research report it distributes with, or provide a web address that directs a recipient to, disclosure
of any material conflict of interest that can reasonably be expected to have influenced the choice of a third-party research
report provider or the subject company of a third-party research.

FINRA Rules 2241 and 2242, which govern the conduct of research analysts and the content of equity and debt research
reports, respectively, apply to all research distributed by a FINRA member firm, including research prepared by a foreign
broker-dealer under Rule 15a-6.

e Research reports prepared by a foreign broker-dealer and distributed by a U.S. broker-dealer are deemed to be third
party research reports, as reports produced by a person other than a FINRA member.

e Prior to distributing any third party research, a U.S. broker-dealer must assure that such report contains the required
disclosures under FINRA Rule 2241(h) or 2242(g)(3), as applicable.

This report is intended for distribution by YES Securities (India) Limited only to "Major Institutional Investors" as defined by
Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S.
Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). As per Rule 15a-6(b)(4) of the Exchange Act, 1934,
"Major U.S. institutional investor” means a U.S. institutional investor with assets, or assets under management, in excess of
US$100 million, or a registered investment adviser with assets under management in excess of US$100 million. If the
recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and
return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S.
person or entity. Transactions in securities discussed in this research report should be effected through Brasil Plural Securities
LLC (BPS) or another U.S. registered broker dealer/Entity as informed by YES Securities (India) Limited from time to time.

1 Rule 15a-6 under the Securities Exchange Act of 1934 provides conditional exemptions from broker-dealer registration
for foreign broker-dealers that engage in certain specified activities involving U.S. investors. These activities include:

(a) Effecting unsolicited securities transactions;

(b) Providing research reports to major U.S. institutional investors, and effecting transactions in the subject securities
with or for those investors;

(c) Soliciting and effecting transactions with or for U.S. institutional investors or major U.S. institutional investors
through a “chaperoning broker-dealer”; and

(d) Soliciting and effecting transactions with or for registered broker-dealers, banks3 acting in a broker or dealer

capacity, certain international organizations, foreign persons temporarily present in the U.S., U.S. citizens resident
abroad, and foreign branches and agencies of U.S. persons.

In adopting Rule 15a-6, the SEC sought "to facilitate access to foreign markets by U.S. institutional investors through
foreign broker-dealers and the research that they provide, consistent with maintaining the safeguards afforded by
broker-dealer registration." [Rule 15a-6 Adopting Release at 54 FR 30013; see also Registration Requirements for

Foreiﬁn Broker-Dealers Exchanﬁe Act Release No. 25801 ‘June 14 1988‘ 53 FR 23645 aJune 23 1988?].

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 9
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