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Muthoot Finance Limited

Growth and Yield were stronger

Stronger-than-expected performance

Muthoot’ consolidated NII/PPOP/PAT were 8.5%/10.5%/4.2% ahead of our estimates
driven by 1) solid growth in consolidated AUM (7.6% qoq/24.6% yoy v/s expectation
of 4.7% qoq/21.2% yoy) with growth in Gold Loans (GL) being ahead of expectations
too (5.3% qoq v/s 3.8% qoq), 2) significant portfolio yield improvement of 50 bps qoq
in GL business on the back of AUM mix changes and focused price actions, and 3) adept
management of funding cost (via BS liquidity optimization) allowing for material
expansion in GL portfolio spread (stood at 9.8% v/s 9.2% in Q3). Growth in non-GL
businesses (18% of AUM) continue to be significant with 14% qoq growth each in
Belstar MFI and Muthoot Homefin. Opex growth was high in the quarter reflecting
strong business activity (emp. cost higher 10% qoq in GL entity) and emphasis on
marketing & outreach. Credit cost run-rate at the consolidated level increased to 1%
annualized, essentially driven by stronger growth and increase of Stage-2 assets in GL
business and continuance of elevated credit cost in Belstar MFI. Notwithstanding this,
Muthoot delivered RoA/RoE of 5.4%/21% on consolidated basis in Q4 FY24.

Gold Loans growth metric was healthy; commentary is upbeat

In the mainstay GL segment, the AUM grew by 5.3% qoq/17.8% yoy underpinned by
2.2% qoq/6.6% yoy growth in active customer base, 2.2% qoq/4.4% yoy growth in
tonnage and 3% qoq/13% yoy growth in loan/gram (largely reflects gold price increase).
Notably, auctions were lower at Rs1.6bn in Q4 FY24 versus Rs3.8bn in Q3. While the
trend in new customer acquisition remains encouraging (grew 11.7% yoy), the traction
in old customer reactivation improved (grew 9% yoy versus 5-7% growth in preceding
three quarters). GL customer/ticket mix shifted slightly higher with >Rs.3 lakh loans at
29% of portfolio (27% as of Q3), Rs.1-3 lakh loans at 37%, and <Rs.1 lakh loans at 34%.
The portfolio yield improved to 18.3% from 17.8% in the preceding quarter. There was
a three-fold increase in Stage-2 assets on sequentially basis (rose to 1.8% of AUM)
while there was a slight reduction in Stage-3 loans (from 3.6% to 3.3%). In the earnings
call, the management alluded to having witnessed sustained growth in the current
quarter notwithstanding some frictional impact of the restriction on cash disbursement.

Earnings undergo mild upgrades; retain BUY with enhanced 12m PT of
Rs2050

On the back of substantial momentum in non-GL AUM growth and resilience in GL
yield, we upgrade FY25/26 earnings estimates by 2-3%. We expect 15-16% growth in
GL portfolio in FY25 even after subsuming some loss of the cash loan customers to
informal segment. Prevailing gold prices provide significant cushion to our growth
estimate. On consolidated basis, we see 14-15% AUM CAGR over FY24-26 and steady
RoE delivery of 20%+. The stock trades at 10x PE and 1.9x PABV on FY26 estimates.
We expect further re-rating of the stock on 1) sustained traction in GL growth (tailwinds
from gold price and stabilization of competition), 2) maintenance of GL Yield/Spread,
and 3) likely moderation in Belstar’s credit cost and improvement in its profitability.
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(Rs mn) FY24 FY25E FY26E
Op. income 97,327 1,17,787  1,36,096
PPOP 65,503 81,237 94,646
Net profit 44,676 56,161 65,924
Growth (%) 21.7 25.7 17.4
EPS (Rs) 111.3 139.9 164.2
ABVPS (Rs) 625.4 730.3 859.6
P/E (x) 15.0 12.0 10.2
P/ABV (x) 2.7 23 1.9
ROE (%) 19.1 20.6 20.7
ROA (%) 5.1 5.3 5.4
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Exhibit 1: Result table

(Rs mn) Q4FY24 Q3FY24 % qoq Q4FY23 % yoy
Total Operating Income 41,638 38,200 9.0 32,749 27.1
Interest expended (14,466) (14,125) 2.4 (10,912) 32.6
Net Interest Income 27,172 24,075 12.9 21,837 24.4
Other Income 156 227 (31.1) 235 (33.5)
Total Income 27,328 24,302 12.5 22,071 23.8
Operating expenses (9,394) (7,900) 18.9 (7,645) 22.9
PPOP 17,934 16,402 9.3 14,427 24.3
Provisions (2,082) (1,058) 96.8 (878) 137.2
PBT 15,852 15,344 3.3 13,549 17.0
Tax (4,029) (3,890) 3.6 (3,456) 16.6
PAT 11,823 11,453 3.2 10,093 17.1
Source: Company, YES Sec
Exhibit 2: AUM Break-up
(Rs mn) Q4 FY24 Q3 FY24 % qoq Q4 FY23 % yoy
AUM 8,90,787 8,27,732 7.6 7,14,968 24.6
Gold Loans (Parent) 7,28,785 6,92,214 53 6,18,753 17.8
Other Loans (Parent) 29,485 19,607 50.4 13,345 120.9
Home Finance 20,353 17,834 14.1 14,381 41.5
Belstar MFI 1,00,232 88,346 13.5 61,925 61.9
Muthoot Money 11,227 8,176 37.3 3,870 190.1
Asia Asset Finance 5,705 4,855 17.5 5,294 7.8
Less: Intra group loan assets (5,000) (3,300) (2,600)
Source: Company, YES Sec
Exhibit 3: Key Ratios - Consolidated
Particulars Q4 FY24 Q3FY24 chg qoq Q4 FY23 chg yoy
Op Income as % of Avg. AUM 19.4 18.8 0.5 19.2 0.2
Int. Expense as % of Avg. AUM 6.7 7.0 (0.2) 6.4 0.3
NIl as % of Avg. AUM 12.6 11.9 0.8 12.8 (0.1)
Cost to Income (%) 34.4 32.5 1.9 34.6 (0.3)
Prov. as % of Avg. AUM 1.0 0.5 0.4 0.5 0.5
RoA (%) 5.8 5.9 (0.1) 6.0 (0.2)
Gross NPA (%) - Standalone 3.3 3.6 (0.3) 3.8 (0.5)

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

Source: Company, YES Sec



~/ YES SECURIT*ES

INSTITUTIONAL EQUITIES

Muthoot Finance Limited

Exhibit 4: Gold Loans Customer Matrix

Particulars Q4 FY23 Q1FY24 Q2FY24 Q3FY24 Q4 FY24
Loans to inactive customers (no.) 401,638 412,206 428,114 4,08,758 4,38,350
Loans to new customers (no.) 333,907 355,760 360,620 3,34,868 3,73,073
Loans to exist. cust. on new coll. (no) 660,475 744,800 739,138 6,93,915 7,07,256
No of loan accounts 8,146,997 8,335,866 8,494,596 8581,654 8735375
No of active Customers 5323362 5412,660 5,502,779 55,553,823 56,77,274
GL AUM (In mn) 618,753 660,388 675,171 6,92,214 7,28,785
GL tonnage (tons) 180 182 183 184 188
GL / loan account (Rs.) 75,949 79,222 79,482 80,662 83,429
GL / active customers (Rs.) 116,234 122,008 122,696 1,24,637 1,28,369
Source: Company, YES Sec
Exhibit 5: Funding Mix
(%) Q4 FY23 Q1FY24 Q2FY24 Q3FY24 Q4 FY24
Secured NCD's (M. Gold bonds) 0.2 0.1 0.0 0.0 0.0
Secured NCDs Listed 27.5 24.8 24.4 28.8 27.9
Banks / FI's borrowings 59.5 59.8 65.4 61.6 63.0
ECB-senior secured notes 9.1 52 = = =
Sub-ordinated debt - listed 0.2 0.1 0.1 0.1 0.1
Commercial Paper (CP) 2.3 7.7 8.3 8.0 7.9
Other loans 1.2 24 1.8 1.5 1.2

Source: Company, YES Sec
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Exhibit 6: 1-yr rolling P/ABV band

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. mn) FY22 FY23 FY24 FY25E FY26E
Equity Capital 4,013 4,014 4,015 4,015 4,015
Reserves 1,83,844 2,12,643 2,47,057 2,89,188 3,41,081
Shareholder's funds 1,91,379 2,21,528 2,57,540 2,99,671 3,51,564
Current tax liabilities (net) 1,418 812 552 552 552
Provisions 3,680 3,619 3,733 3,733 3,733
Other non-financial liabilities 1,307 836 1,310 1,310 1,310
Total Non-Financial liabilities 6,405 5,267 5,595 5,595 5,595
Derivative financial instruments 4,798 1,922 139 139 139
Trade Payables 3,809 2,159 2,670 2,803 2,943
Debt Securities 1,31,740 1,46,046 1,74,762 2,11,462 2,30,494
Borrowings 4,08,553 4,05,975 5,00,520 6,05,629 6,60,135
Deposits 0 3,315 4,018 4,862 5,300
Subordinated Liabilities 2,997 2,547 3,310 4,005 4,365
Other Financial liabilities 13,483 12,732 16,141 19,530 21,288
Total Financial liabilities 5,65,381 5,74,694 7,01,559 8,48,430 9,24,664
Total Equities and Liabilities 7,63,165 8,01,489 9,64,694 11,53,695 12,81,823
Assets

Cash and Bank Balances 1,03,150 80,357 62,720 82,533 93,016
Derivative financial instruments 605 0 0 0 0
Receivables 70 99 178 178 178
Loans 6,45,276 7,05544  8,81,872 10,50,505 11,67,562
Investments 5,233 5,457 7,125 7,125 7,125
Other Financial Assets 2,807 3,453 4,136 4,343 4,560
Total Financial assets 7,57,141 7,94,910 9,56,031 11,44,684 12,72,441
Current tax assets (net) 110 475 725 797 877
Deferred tax assets (net) 1,090 641 976 976 976
Investment Property 93 82 91 91 91
Property, Plant and equipment 2,817 3,272 4,255 4,468 4,691
Other Intangible assets 1,030 1,176 1,356 1,356 1,356
Other non-financial assets 883 934 1,260 1,323 1,389
Total Non-Financial assets 6,023 6,580 8,663 9,012 9,381
Total Assets 7,63,165 8,01,489 9,64,694 11,53,695 12,81,823

Source: Company, YES Sec
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Exhibit 9: Income statement

Y/e 31 Mar (Rs. mn) FY22 FY23 FY24 FY25E FY26E
Income from Operations 1,21,849 1,18,977 1,50,617 1,84,582 2,09,935
Interest expense (42,559) (42,092) (54,301) (67,604) (74,708)
Net interest income 79,291 76,885 96,316 1,16,979 1,35,226
Non-interest income 526 773 1,011 809 869
Total op income 79,816 77,658 97,327 1,17,787 1,36,096
Total op expenses (21,879) (25,998) (31,823) (36,551) (41,450)
PPoP 57,937 51,660 65,503 81,237 94,646
Provisions (3,835) (2,432) (5,538) (5,856) (6,161)
Profit before tax 54,102 49,228 59,965 75,381 88,485
Taxes (13,789) (12,530) (15,289) (19,220) (22,561)
Net profit 40,313 36,698 44,676 56,161 65,924

Source: Company, YES Sec

Exhibit 10: Growth and Ratio matrix
Y/e 31 Mar FY22 FY23 FY24 FY25E FY26E
Growth matrix (%)
Net interest income 6.7 (3.0) 25.3 21.5 15.6
Total op income 6.8 (2.7) 25.3 21.0 15.5
Op profit (pre-provision) 7.6 (10.8) 26.8 24.0 16.5
Net profit 5.6 (9.0) 21.7 25.7 17.4
Loans 9.7 9.3 25.0 19.1 111
Borrowings 16.4 (0.6) 23.3 21.0 9.0
Total assets 11.2 5.0 20.4 19.6 11.1
Profitability Ratios (%)
NIM 10.7 9.5 10.5 10.6 10.7
Non-int. Income/Total income 0.7 1.0 1.0 0.7 0.6
Return on Avg. Equity 23.5 18.1 191 20.6 20.7
Return on Avg. Assets 5.6 4.7 5.1 5.3 54
Per share ratios (Rs)
EPS 100.4 91.4 111.3 139.9 164.2
ABVPS 468.1 539.7 625.4 730.3 859.6
DPS 20.0 22.0 24.0 30.0 30.0
Other key ratios (%)
Cost/Income 27.4 33.5 32.7 31.0 30.5
Gross NPLs/Loans 3.0 3.8 3.3 24 2.3
Credit Cost (% of AUM) 0.6 0.4 0.7 0.6 0.6
Tax rate 25.5 25.5 25.5 25.5 25.5
Dividend yield 1.2 13 1.4 1.8 1.8

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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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 YSL
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 YSL.

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
each security's price 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.

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.

YSL, 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 YSL and associates to any
registration or licensing requirement within such jurisdiction. The
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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.

YES Securities (India) Limited distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional
Investors through SEC 15a-6 rules 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) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited 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. 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). 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.

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
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RESEARCH ANALYST: INHO00002376 | INVESTMENT ADVISER:
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL
REPORTS

Analysts assign ratings to the stocks according to the expected
upside/downside relative to the current market price and the estimated
target price. Depending on the expected returns, the recommendations
are categorized as mentioned below. The performance horizon is 12 to
18 months unless specified and the target price is defined as the
analysts’ valuation for a stock. No benchmark is applicable to the ratings
mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI)
registered Stock broker holding membership of National Stock Exchange
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is
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disciplinary actions taken against YSL by SEBI/Stock Exchanges.
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