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KEY CHANGES: TARGET f RATING f

Performance thrives, outlook brightens

M&M Financial Services is a non-banking financial company providing asset

finance and other financial products and services in rural and semi-urban

markets.

e Net interest income recorded a 15.9% YoY growth to Rs. 1,894cr in
Q1FY25, led by increased interest income.

e Gross non-performing assets (NPA) and net NPA ratios stood at 3.6%
and 1.5% respectively, reflecting seasonal deterioration in asset
quality. The provision coverage ratio was 59.8%.

e M&M Financial Services delivered decent numbers in Q1FY25. The
company will focus on improving asset quality and disbursements.
Increased financing of select asset classes, enhanced collections,
insurance tie-ups, and cost optimisation are expected to improve
yields, boost margin and improve returns. Therefore, we upgrade our
rating on the stock to ACCUMULATE with a revised target price of Rs.
330 hased on SOTP valuation.

Lower credit costs drive the bottomline

Interest income rose 20.7% YoY to Rs. 3,722cr in Q1FY25, while interest expenses
increased 26.1% YoY to Rs. 1,829cr. As a result, net interest income grew 15.9% YoY,
reaching Rs. 1,894cr. However, net interest margin contracted 20bps YoY to 6.8% due
to growth in interest earnings assets. Operating expenses expanded 18.1% YoY to Rs.
797cr, driven by higher employee costs and other operating expenditure. That said,
provisions declined 14.9% YoY. Thus, net profit grew 45.5% YoY to Rs. 513cr on the
back of lower provisions along with sustained growth in assets under management
(AUM) and reduced credit costs.

Disbursements growth slows down

Disbursements clocked a relatively moderate growth of 4.7% YoY, reaching Rs.
12,741cr. But this was weighed down by disruptions caused by elections, heat waves
in the north and floods in the northeast. That said, the commercial vehicles segment
showed a significant improvement of 11% YoY. Other asset classes also recorded
growth, with passenger vehicles increasing 3% YoY, pre-owned vehicles 2%, three-
wheelers 3% and SME 68%. However, tractors and other asset classes declined 7% and
10% YoY, respectively. On the asset quality front, GNPA ratio edged up to 3.6%
compared with 3.4% in Q4FY24 and NNPA to 1.5% from 1.3% in Q4FY24. In addition,
the capital adequacy ratio touched 18.5% and the Tier 1 capital ratio stood at 16.4%,
indicating strong capitalisation.

Key concall highlights
e  The company aims for low double-digit growth in disbursements in the coming
quarters.

e  The company expects credit cost to be 1.4% in FY25 and ~1.2-1.3% in FY26 and
the fiscals to follow.
e [texpects netinterest margin to remain around 7% in the near to medium term.

Valuation

The company’s focus on improving asset quality and disbursement growth will put it
in a favourable position. It plans to increase financing of certain asset classes to
enhance margin and aims to reduce credit costs and the provision coverage ratio by
improving collections and settling losses. In addition, a corporate agency licence and
insurance tie-ups are expected to boost its fee income. Cost optimisation efforts are
anticipated to aid return on assets and net interest margin in the coming quarters. We
remain confident about the company’s prospects and, therefore, upgrade our rating on
the stock to ACCUMULATE with a revised target price of Rs. 330 based on SOTP
valuation.

Market Cap (cr) Rs. 36,199
Outstanding Shares (cr) 123
Free Float 48.0%
Dividend Yield 2.2
52 week high Rs. 316
52 week low Rs. 244
6m average volume (lacs) 37.7
Beta 1.0
Face value Rs.2
Shareholding (%) Q3FY24 Q4FY24 Q1FY25
Promoters 52.2 52.2 52.2
FII's 12.7 12.0 10.1
MFs/Insti 27.1 28.7 30.8
Public 7.6 6.8 6.5
Others 0.5 0.4 0.5
Total 100.0 100.0 100.0
Promoters’ pledge 0.0 0.0 0.0

TARGET Rs. 330

Rating as per Mid Cap

RETURN 13% t

EARNINGS §

Price Performance 3 Month 6 Month 1 Year

Absolute Return 12.8% 0.5%
4% 8.9% 19.6%

Absolute Sensex
Relative Return*

1.1%

6.5% -8.4% -18.5%

*over or under performance to benchmark index
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143 21.3 27.2
(13.7) 49.2 28.0
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Quarterly Financials (Standalone)

Profit & Loss Account
Interest Income 3,722 3,085 20.7 3,654
Interest Expense 1,829 1,450 26.1 1,735 54
Net Interest Income (NII) 1,894 1,634 15.9 1,919 (1.3)
Non-Interest Income 38 41 (7.1) 52 (27.2)
Total Net Income 1,932 1,675 153 1,971 (2.0)
Total Income 3,760 3,125 20.3 3,706 1.5
Operating Expenses 797 675 18.1 798 (0.1)
Total Expenditure 2,626 2,125 23.5 2,533 3.7
Pre-Provision Profit 1,135 1,000 13.5 1,173 (3.3)
Provisions 448 526 (14.9) 341 31.2
Profit Before Tax 686 474 44.9 832 (17.5)
Tax 173 121 43.5 213 (18.4)
Minority Interests - - - - -
Net Profit 513 353 45.5 619 (17.1)
Adj. - - - - -
Adj. PAT 513 353 45.5 619 (17.1)
Adj. EPS (Rs.) 4.2 29 45.6 5.0 (17.5)

Change in Estimates

C | olestmaes | Newesmaws | Changew

Year / Rs. cr FY25E FY26E FY25E FY26E FY25E FY26E
Net Interest Income (NII) 8,550 9,814 8,613 10,243 0.7 44
Net Interest Margin (%) 6.8 6.9 6.7 6.9 (12bps) 6bps
Pre-Provision Profit 5,409 6,381 5,329 6,379 (1.5) (0.0)
Net Profit 2,822 3,393 2,625 3,360 (7.0) (1.0)
EPS (Rs) 22.9 27.5 21.3 27.2 (7.0) (1.0)

Business performance

| o QIFY24 | YoVGrowth% |  QuFY2d | Qo Growth %

Loans 102,811 83,241 23.5 99,195

Borrowings 82,832 70,165 181 81,045 2.2

Gross NPA 3,790 3,770 0.5 3,491 8.6

Net NPA 1,524 1,503 14 1,286 185

Sum of the parts (SOTP) Valuation

Particulars Basis Multiple Year Value (Rs. cr) Value/share (Rs.)
MMFSL (standalone) FY26E P/BV 1.6x FY26E 36,961 299

Rural Housing Finance FY26E P/BV 1.3x FY26E 2,304 19

Others FY26E P/BV 1.0x FY26E 2,470 20

20% holding discount 20% holding discount to subsidiaries (955) (8)
Target Price Target Price 40,749 330
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PROFIT & LOSS BALANCE SHEET

Z:)s Ve B (I FY22A Y23A FY25E| FY26E Zr]; R . FY22A| FY23A| Fy24A

Interest Income 9,658 10,929 13,404 16,228 19,056 Cash & Balances 4151 2,832 2,689 2,958 3,254
Interest Exp. 3920 4577 6427 7615 8813
Net Int. Income 5738 6,352 6,977 8,613 10,243 Investments 8440 9989 9651 10,809 12,106
SO0 S I A I I Advances 60,445 79,455 99,195 117,249 136,008
Non-Int. Income 61 127 158 198 247
Net Income 5799 6,479 7,135 8,811 10,491 Fixed Assets 393 696 931 1,070 1,231
Total Income 9,719 11,056 13,562 16,426 19,303 Other Assets 1860 3246 2,603 2828 2,960
Operating Exp. 2,073 2,728 2,957 3,482 4,112
Total Exp. 5994 7,304 9,384 11,097 12,924 Total Assets 75,289 96,217 115,159 134,914 155,569
Pre-Prov. Profit 3,725 3,752 4,178 5,329 6,379
— Capital 247 247 247 247 247
Exceptional items 0 (55) 0 0 0
Provisions 2,368 999 1,823 1,829 1,899 SRI‘;:;{::S & 15381 16,842 17,911 19,757 22,290
PBT 1,357 2,698 2,355 3,500 4,480
Tax 368 14 g 875 [ 1120 Deposits 8,426 5525 7,175 7,498 7,835
Tax Rate (%) 271 26.5 253 25.0 25.0 Borrowings 44,258 65979 81,045 94,012 110,934
Net Profit 989 1,984 1,760 2,625 3,360
% Change 1950 1007 (113 49.2 28.0 Other Liabilities 6,977 7,624 8782 13,400 14,262
! 0 2 L 0 L Total Liabilities 75,289 96,217 115,159 134,914 155,569
Adj. Net Profit 989 2,039 1,760 2,625 3,360
Novorsnaresic 123 123 123 123 123 BVPS (Rs.) 126.6 1385  147.0 162.0 1825
S S () 80 165 143 213 272 Adj. BVPS (Rs.) 1097 1263 1366 1500  169.9
% Change 1999 1063 (13.7) 49.2 28.0
DPS (Rs.) 3.6 6.0 6.3 6.7 7.3 % Change 10.1 15.1 8.2 9.8 13.3
RATIOS
Valuation
P/E () 19.9 13.8 19.6 13.8 10.8
P/BV (%) 1.3 1.6 1.9 1.8 1.6
Div. Yield (%) 2.3 2.6 2.3 2.3 2.5
Profitability & Return (%)
Yield on Advances 16.0 15.6 15.0 15.0 15.0
Cost of Deposits 7.3 7.4 8.0 8.0 8.0
Spread 8.8 8.3 7.0 7.0 7.0
NIM 8.3 7.1 6.4 6.7 6.9
ROE 6.5 121 10.0 13.8 15.8
ROA 1.3 2.3 1.7 2.1 2.3
Asset Quality (%)
GNPA 7.7 4.5 3.4 3.1 2.7
NNPA 3.4 1.9 1.3 13 1.1
Operating Ratios (%)
Cost/Income 35.8 421 41.4 39.5 39.2
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Recommendation Summary (Last 3 Years) Dates Rating Target
400 - 12-May-22 HOLD 184
4-Aug-22 ACCUMULATE 211
300 A4 ) A‘“\ e 9-Nov-22 HOLD 232
"“W\f‘ 13-Feb-23 HOLD 285
200 A th;l-f'ﬁ 28-Aug-23 REDUCE/SELL 263
f' 2-Feb-24 HOLD 304
16-May-24 HOLD 287
100 T T T T T 1
Aug-21 Feb-22 Aug-22 Feb-23 Aug-23 Feb-24 Aug-24 IR ALEDSUe Sl
Source: Bloomberg, Geojit research
Investment Rating Criteria
Ratings Large caps Midcaps Small Caps
Buy Upside is above 10% Upside is above 15% Upside is above 20%
Accumulate - Upside is between 10%-15% Upside is between 10%-20%
Hold Upside is between 0% - 10% Upside is between 0%-10% Upside is between 0%-10%
Reduce/sell Downside is more than 0% Downside is more than 0% Downside is more than 0%
Not rated/Neutral
Definition:

Buy: Acquire at Current Market Price (CMP), with the target mentioned in the research note; Accumulate: Partial buying or to accumulate as CMP dips in the future; Hold: Hold the stock with the expected
target mentioned in the note.; Reduce: Reduce your exposure to the stock due to limited upside.; Sell: Exit from the stock; Not rated/Neutral: The analyst has no investment opinion on the stock.

To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

The recommendations are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation
in the near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/ return/lack of clarity/event we may revisit rating at appropriate time. Please note that the stock
always carries the risk of being upgraded to BUY or downgraded to a HOLD, REDUCE or SELL.

Not rated/Neutral- The analyst has no investment opinion on the stock under review

DISCLAIMER & DISCLOSURES

Certification: I, VINOD T P, 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), Geojit Techloan Private Ltd( P2P lending ) Geojit IFSC Ltd ( a company incorporated under IFSC Regulations, Qurum Business Group Geojit Securities LLC ( ajoint 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 Business Consultancy and Information KSC (C) (a joint venture 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 affirm 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, at the time of publication of the research report

It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein. at the end of the month immediately preceding the date of publication of the
research report.

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,
at the time of publication of the research report (ii) He, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject company covered, at the end of the month immediately
preceding the date of publication of the research report

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 company (c) Have not received any compensation for
investment banking or merchant banking or brokerage services from 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 connection 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 services 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:

Itis affirmed that I, VINOD T P, Research Analyst (s) of Geojit have not served as an officer, director or employee of the subject company

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 IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns
to investors.”

7. standard Warning: “INvVestment 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 Exchange 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:
grievances@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. VINOD TP

WWww.geojit.com



https://www.geojit.com/research-disclosures#fundamental-research
mailto:compliance@geojit.com
file:///C:/Users/12380/Desktop/grievances@geojit.com

		2024-08-07T11:17:16+0530
	VINOD T P




